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THE WASHINGTON REEMPLOYMENT BONUS EXPERIMENT
EXECUTIVE SUMMARY |

INTRODUCTION

- The principal objective of unemployment insurance (UI) is to reduce hardship by
providing labor force members with partial wage replacement during periods of
involuntary unemployment. In performing this income maintenance function, Ul has the
potential of prolonging spells of unemployment. Indeed, leading economists began
publishing research findings in the 1970s strongly suggesting that UI tends to lengthen
jobless spells beyond that which would occur without UI payments. The 1980s saw
several state and federal expenments, testmg initiatives designed to reduce work
disincentives while retaining the income maintenance functions of UL A new program,
offering bonus payments to UI claimants for speedy return to work, was tested in
experiments run in Ilinois in 1984-85 and in New Jersey in 1986-87. The apparent
success of these experiments in reducing insured unemployment led the U.S. Department
of Labor (USDOL) to launch expanded versions of these bonus offe1 experiments in '
Washington and Pennsylvania in 1988.

The purpose of the Washington Reemployment Bonus (WREB) experiment was
to validate results of the previous experiments, test a new range of reemployment bonus
plans, and identify the most cost-effective plan WREB was designed by the W.E.
Upjohn Institute for Employment Research in collaboration with the Washington State
Employment Security Department (WSESD) and the USDOL.

EXPERIMENTAL DESIGN
A reemployment bonus plan has three parts:

(1) 2 bonus amount--in WREB, the bonus amount equaled a mvuluple of a
claimant’s weekly benefit amount (WBA)

(2) 2_qualification period, i.e., the period of unemployment over which the bonus B
offer is open--in WREB, the qualification period was specified as a fraction of the
claimant’s entitled duration of benefits, plus one week to account for the waiting week;
and '

(3) a_reemployment period, i.e., the length of time the participant must remain
employed full time to receive a bonus—-in WREB, the reemployment period was fixed at

four months.
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The WREB experimental design had six treatments--three bonus levels and two
alternative qualification periods, as shown in the-following table:

Treatment Arrangement
Qualification Period

.2 x duration + 1 ,.4idu1;ation. +1
Bonus Amount (short) , ~ (long)
2xWBA (low) Treatment 1 Treatment 4
4xWBA (mid) v Treatment 2 Treatment 5
6xWBA (high) Treatment 3 Treatment 6

OPERATIONS

Enrollment into the experiment took place between February and November,
1988, in 21 of the State’s 31 Job Service Centers (JSCs), handling 85 percent of the
state’s claimant population. Claimants, filing for a new benefit year, were randomly
selected on the basis of their Social Security Numbers, and made bonus offers by regular
clzimstakers. To be eligible to participate in the experiment, a UI claimant must have
established a benefit year based on Washington wages. In total, 12,451 eligible claimants
were enrolled into the six treatments, and an additional 3,083 were assigned as controls.

To qualify for a bonus:

e An enrolled claimant had to submit a Notice of Hire (NOH) to the
WSESD central office upon becoming reemployed at a full time job;
recalls to the previous job and union hiring hall placements did not qualify,
but self-employment was acceptable.

e After being reemployed continuously for four months, the claimant
submitted a voucher for payment of the bonus; after verification that the
bonus conditions had been met, WSESD authorized paymient of the bonus.

This design was followed closely in WREB. Through both computer checks and

personal visits, operations were carefully monitored. The error rates were very low, and
the program appeared to have functioned as designed.
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RESULTS

The goals of the experimental program were to reduce unemployment and to
reduce costs to the Ul trust fund. Thus, differences between control and treatment
group members in weeks of insured unemployment and amount of UI compensation
received were the measures of experimental effect. The measurements of greatest policy
interest were those over the full benefit year. ~

The following table shows the overall avérage effects on benefit-year
compensation received and weeks of insured unemployment for cach of the six
experimental treatments, each bonus level, and all treatments _combined:

Differences Between Experimental and Control Group Means
, Over the Benefit Year ‘
"~ (standard errors in parentheses)

Ul Conipénsation : o - Weeks of Insured Unemployment

‘Parameter Standard - Parameter Standard

Estimate Error Estimate Error
T1 ~ 18.66 45.74 -0.04 0.293
T2 - -40.70 45.16 , 0.27 0.289
T3 -106.92%* 50.98 -0.70%* 0.326
T4 -117.15%¢ 44.95 -0.62%* 0.287
TS -39.79 . 45.14 ‘ -0.26 0.289
T6 -140.53** 51.52 -0.75%* 0.329
T1,4 -51.32 38.33 . 40.34 - 0.245
T2,5 -40.23 38.22 | -0.26 0.244
T3,6 -123.45%* 41.89 ’ -0.734* 0.268
Al T's - -65.18%* 33.18 0.41% 0.212

Source: Table 5-4.

*Coefficient significant at the 90 pefcgnt confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.

'These results were derived from regressions that used control variables to eliminate the effects
attributable to differences in pre-experimental characteristics among the six treatments and the contro]
group. Mean comparisons between treatment and control groups without use of control variables
understated the differences in compensation received, because the control group included a sample of
claimants with lower than average WBAs.
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The following is a summary of the principal findings:

. The high bonus level treatments (six times the WBA) caused substantial,

and statistically significant, reductions in UI compensation and weeks of
msured unemployment

¢ Treatment 6, the high bonus and long quahﬁcatlon penod had the
largest effects; i.e.,a reduction of $140 in compensation and 0.75 weeks of
unemployment.

o Three of the four low and middle level bonus treatments failed to
produce statistically significant effects.

e Across the six treatments, the mean response was a $65 reduction in
compensation and a 0.41 week reduction in the duration of UI payments.

It was a goal of WREB to use the six experimental treatments to select' the most

cost-effective combination of bonus level and qualification period for a bonus offer
program. The effects of varying the bonus amount, holding the qualification period
constant, and varying the quahﬁcauon penod holding the bonus amount constant (see
Table 5-6), were as follows

e Shifting from a low (2xWBA) to a medium (4xW]BA) bonus level had no
effect;

e Shifting from a medium to a high (6xWBA) bonus level had a statistically
significant impact, reducing compensation by $83, and weeks of insured

- unemployment by one-half week; and

¢ Shifting from a ‘short to a long qualification period somewhat reduced
compensation. ’

In the same véin, we estimated the effect of each dollar of additional bonus

payment and each week of qualification period, with the following results:

e While the estimates were computed with a large margin of error (Table

5-7), the estimated effect was a reduction in compensation in the benefit
year of $6.51 for each $100 increase in bonus amount offered, and $5. 48
for each additional week in the qualification period.
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We also investigated the timing of treatment impacts. If the bonus offer is
effective, treatment assigned claimants should leave Ul sooner than control assigned
claimants. Following are the findings regarding the impact of the experiment on the
timing of UI benefit termination: 5

 Through week 7--the longest qualification period for Treatments 1, 2 and
3--claimants assigned to T3 left UI at a rate 3.0 percent greater than
control subjects; r

« Through week 13--the longest qualiﬁcyationkperiod for Tr. eatnierlts 4,5
and 6--claimants assigned to T6 left Ul at a rate 4.7 percent greater than
control subjects. :

+ By the time the maximum entitled duration of benefits in Washington
elapsed, 0.7 percent more treatment assigned claimants than. control
claimants had left UI, confirming the overall finding of a permanent effect
of the bonus offer on insured unemployment.

IMPACTS ON SELECTED SUBGROUPS

Treatment effects were also computed for population subgroups defined on the
following characteristics: dislocated worker status, gender, race/ethnicity, age, base
period earnings, and characteristics of local areas.

Experimental effects were examined for dislocated workers categorized under
three successively more inclusive definitions of dislocation. Only for the broadest
definition of worker dislocation was there a treatment effect on Ul compensation which
was significantly different from that for nondislocated workers. Claimants who were
employed during each of the 12 calendar quarters prior to filing for unemployment
reduced UI compensation by an average of $217 over the benefit year when offered a
high bonus, and this response was statistically significantly greater than for nondislocated
workers. ;

Males exhibited a larger response to bonus offers than females. However, the
differences across gender were not statistically significant.

With regard to impacts on different racial/ethnic groups, a statistically significant
treatment effect on compensation or unemployment was exhibited only by non-hispanic
whites. There was no evidence that there were different impacts across racial/ethnic
groups, but this may have been due to the relatively small size of the minority samples.
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P e ey

The estimated effects of the experiment were greater for older claimants (aged 45
and over) than for younger clalmants although the differences were not statistically
significant.

In an analysis of subgroups defined by a combination of age, gender, and
race/ethnicity, the average treatment response of younger black males was very different
from the response of all other subgroups (see Table 6-7). Younger black males showed
a statistically significant response opposite to expectations. The bonus offer apparently
caused members of this group to increase the level of compensatlon they recelved and
their weeks of insured unemployment. : : :

Considering subgroups defined by therr age and barse period earnings (BPE) the
following was found:

- The impact was very strong on UI compensation drawn by high
earning/older workers, possibly indicating that discouraged workers were
responsive to job search incentives; : ;

» The impact was also strong on UI compensation drawn by Jow

earning/young workers, who might not yet have been strongly attached to - -
the work force and were encouraged to increase job search;

- High earning/voung workers did not respond to the experimental

treatment; these workers may have already been strongly attached to the
work force and maximizing job search effort.

Some differences in response were found across geographic regions of the state
and between areas experiencing different economic conditions.. The differences,
however, were not overwhelmingly strong. : :

+ Claimants filing for benefits in western Washington (excluding the

Seattle Metropolitan Area) responded less strongly than those in Seattle or. . -

in Eastern Washington.

- Impacts differed mildly across areas experiencing different total
unemployment rates (TUR); claimants filing in areas where the TUR was .
particularly low (TUR below 5 percent) strongly responde’d to the
experiment, whereas claimants in areas expenencm;g moderate or high
TUR responded weakly or not at'all.

» There were no differences across areas experiencing different
employment growth rates. :
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SECONDARY EFFECTS OF THE BONUS OFFER

Secondary effects of the bonus offer of particular interest were effects on job
quality, employer and union attachment, and use of the Employment Service.

An undesxrable side effect of the expenment would have occurred if more rapid
reemployment were achieved by acceptance of lower quality jobs. Measured by quarterly
earnings (differences in which could result from taking jobs that paid lower hourly wage
~ rates or provided fewer hours of work per quarter), no discernable, statistically

significant, effects were found either for the total sample or for any of the major
subgroups

The design of the experiment gave rise to concerns that the experxment was (1)
anti-union, because it precluded bonuses for placement through a union hiring hall, and
(2) anti-employer, because it denied bonuses to claimants recalled to the separating job.

While the sample may be too small for reliability, data from 1,900 complete
responses to the WREB follow-up survey contained no evidence that the experiment
affected union membership adversely. Evidence regarding the effects on placement
through the union hiring hall was inconclusive, with a relatively large estimated effect
that was not statistically significant.

Since one purpose of the Ul system is to maintain the employee-employer
relationship by providing short-term benefits to workers on layoff, evidence that the
experiment weakened the relationship would be troublesome. Results in this regard are
mixed. Based on administrative data for the whole sample, we found that among
claimants who return to work, the bonus offer did not affect the probability of returning
to the previous employer This was true also for the smaller group of claimants on
"standby" and awaiting recall.

However, data for 1,900 respondents to a follow-up survey told a different story.
Treatment assigned claimants who returned to work, returned to their previous employer
(the separating employer or the main employer during the S years before filing for
benefits) at a rate about 6 percent lower than reemployed control claimants who had
about a 35 percent probability of returning to their previous employer. Therefore, we
cannot dismiss the possibility that the experiment reduced employer attachment.

Finally, we found no evidence of increased use of the Employment Service, but
there was evidence that job search intensity increased. In the experimental group the
number of employer contacts averaged two per week, while in the control group there
was an average of only 1.3 contacts per week; the difference between the treatment and
control groups was statistically significant.
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THE BENEFITS OF A BONUS OFFER PROGRAM -

For purposes of policy making, the bottom line is whether or not a program’s
benefits outweigh its costs. If they do not, there is no reason to consider the program as
a policy option. However the net benefits of a program depend on the pohcy
perspective.

The most striking overall finding is that from the perspective of society as a
whole, a reemployment bonus program has large net benefits and an extremely high
benefit/cost ratio. From: the perspectlve of the UI system, the program is not appealing.

, However, for government as a whole, it is close to a break-even proposition.

Huge sometal benefits derlve from the high value of earnings gains and the very
low administrative costs of the program--only $3 per eligible claimant. Negative net
benefits calculated for the Ul system are a result of too small an effect on compensation
relative to the cost of paying bonuses. From the perspective of the government as a
whole the program is somewhat more appeahng, because added tax revenues derive from
the increased earnings of claimants. .

A bonus offer program for older workers looks like a good prospect, showing
large gains to society and positive net benefits to the UI system and to government as a
whole. For dislocated workers (defined as having been continuously employed for three
years), middle and high WBA muitiple bonus offers had large net societal benefits, but
generated significant losses to the UI system. The possible earnings reductions for
participants reduces the appeal of a bonus offer program for dislocated workers.

One caveat is that our estimate of societal benefits does not take into account
changes in participation that might occur in a regular program. We have calculated that
up to one-third of those assigned to the experiment did not collect bonuses to which they
were entitled. Some portion of these probably would collect bonuses in a regular
program, and this would lead to reduced societal benefits.

CONCLUSIONS

In conclusion, the WREB experiment was successful in that it operated as
designed and generated reasonable results, consistent with those of the other bonus offer
experiments. For society as a whole, the program appears to be beneficial as bonus
offers may be a less expensive way to get people back to work than other alternatives,
such as retraining. - Unfortunately, a bonus offer program does not appear to generate
net benefits to the unemployment Insurance system specifically, or to the government in
general. Except for a program aimed at older workers, some additional funds would be
required to pay for a bonus offer program.




CHAPTER 1

INTRODUCTION
1.1  Policy Context of the Washington Reemployment Bonus (WREB) Experiment

The principal objective of unemployment insurance (UI) is to reduce hardship by
providing labor force members with partial wage replacement during periods of
involuntary unemployment. In performing this income maintenance function, the system
has the potential of prolonging spells of unemployment. Indeed, in the 1970s, leading
economists began to publish research findings which suggested that UI lengthens jobless
spells beyond what would occur in the absence of such compensation--perhaps even
beyond the time needed for efficient job search. To ensure continuing labor force
attachment by beneficiaries and to guard against avoidable joblessness, work search
requirements have been part of continuing eligibility rules since the inception of UI.
Work search rules vary across the states, as does compliarice with and enforcement of

the rules.

In the 1980s, concern over the financial condition of the federal-state Ul system,
combined with efforts on the part of political leaders to restrain tax increases, led to the
exploration of new means for dealing with work disincentive problems while retaining the
income maintenance function of UL A variety of new initiatives were tested as field
experiments, with the UI reemployment bonus gaining considerable attention. By
encouraging more timely and vigorous job search, the reemployment bonus experiment
offered the prospect of shortening spells of insured unemployment while maintaining
income and not worsening the quality of job matches. If effective, the bonus promised
direct savings to UI trust funds through reduced benefit payouts, increased revenues to
governmental treasuries through increased personal income, and the prospect of reduced

UI work test compliance monitoring costs. The bonus also has the advantage of being a




positive rather than a negative reinforcement for Ul beneficiaries to return to work--a

carrot rather than a stick.

~ The Hilinois Reemployment Bonus Experiment, coi 1ducted in 1984 85, mvolved the'
first random trlals to test whether offering reemployment bonuses to UI claimants would
shorten their unemployment and reduce the amount of UI benefits they received. The
large response and substantial net benefits estimated for the Tilinois expenment together
with encouraging results from another bonus experlment conducted in New Jersey in
1986-87, led the U.S. Department of Labor (USDOL) to undertake further tests of thxs .

concept.

The Illinois and New Jersey expenments each tested a single bonus offer program.
The Illinois experiment was the simpler of the two; it offered UI claimants $500 for
returning to full-time employment within 11 weeks after filing for benefits and remalmng
fully employed for four months. In 1987, USDOL asked the W. E. Upjohn Institute for
Employment Research to design an experiment that tested a range of bonus offers, so as
to identify the structure of an optimal reemployment bonus offer. In the meantime,.
USDOL surveyed states about their interest in hosting such an experiment, and selected
Washington and Pennsylvania as the locations for two new experiments. Washington
became the site for testing the new Upjohn Institute design, and Mathematica Policy
Research was selected to design and evaluate the experiment to be conducted in

Pennsylvania.
1.2 Decisions Leading to the WREB Experimental Design

Late in 1987, after receiving a grant from the Sloan Foundation for work on the
design and evaluation of the WREB experiment, the Upjohn Institute commenced work
with the Washington State Employment Security Depaftment (WSESD) to finalize the

design and develop procedures for the experiment.



Three matters requiring immediate attention were selection of sites, composition
of the sample, and length of the enrollment period. The resolution of these issues led to
the experimental design described in Chapter 2. The decision as to the number of Job
Service Centers (JSCs) within which to operate the experiment was essentially taken out
of the hands of the designers of the experiment by the federal requirement to use a
sample with characteristics representative of the population of the host state. This rule
led to the selection of 21 of the 31 JSCs in Washington, comprising 85 percent of the
state’s UI claims load. Among the 10 JSCs omitted as enroliment sites? 8 were
particularly small and remote, 1 handled mostly interstate claims since it served the labor

market that included Portland, Oregon, and 1 (Tacoma) was host to another experiment.

In addition to being representative of the state Ul claimant population, another
consideration that dictated the composition of the WREB sample was the desire not to
exclude groups of claimants whose behavior might be affected by a program that was
modelled on the experimental treatments. Thus, our sample included almost all new
claimants who were eligible for UI benefits, whether or not they actually received
benefits. Other UI bonus experiments eliminated some groups of claimants included in
WREB, e.g., claimants excluded from the UI work search requirement and awaiting

recall to their previous employer and union hiring hall members.

Enrollment rates were specified at the 21 selected JSCs to achieve a balance of
several competing concerns. To minimize seasonality effects, an enrbllment period of
close to a year was planned. To minimize displacement effects--the likelihood that the
additional job search activity by claimants offered the bonus would measurably reduce
job opportunities for control group members and thereby bias the impact estimates--the
plan called for a relatively small proportion of the claims load at each JSC to be
assigned to an experimental treatment. But to guarantee awareness and interest on the
part of office personnel responsible for the experiment, a sufficient volume of treatment
assignment was necessary. The decision was made to involve 20 percent of the eligible

claims load in 20 of the 21 experimental sites, and 40 percent at the other (to obtain the




proper racial balance for the sample). The selected enrollment rates permitted
enrollment of the sample to take place over an eight-month period, creating little chance

of displacement.

‘There were effectively two data bases for the experiment. An operational data
base was designed by USDOL, utilizing Oracle relational data base management system
software and called the Participant Tracking System (PTS). The PTS was updated-
weekly with administrative data. This system was used to monitor claimant flow and
generate appropriate letters and forms to send to assigned claimants. The flow of data:
was so current that it allowed very precise prediction of the wéck to terminate
enrollment so as to exactly exhaust the $1.2 million bonus budget. Enrollment ended in
November of 1988. After the last bonus was paid in January of 1990, 99 percent of the
bonus budget had been paid out.

Supplementary data were provided by the WSESD for use in evaluating the
experiment. This data base was formed from several key administrative files, described
in Chapter 4, and was provided by the state one year after completion of the benefit year

for the last claimant enrolled into the experiment.
1.3 Chapter Outline

The remainder of this chapter sets forth the outline of the report, which comprises

an additional nine chapters and appendices.

Chapter 2 describes the Experimental Desxgn consisting of ehglblhty conditions,
treatment design, and sample de51gn. ‘ '

Chapter 3, Implementation and Operations, describes the procedures that took

place at the local offices and in the central office. This chapter discusses the flow of




claimants through the experimental system, and the paper flow that triggered agency

response and eventually bonus payments.

Chapter 4 describes the Participant Tracking System used to operate the

experiment, and the analytic data base built from a series of administrative files.

Chapter S, Experimental Effects of WREB on UI Benefits and Unemployment,
presents the results of the experiment. These results are first discussed as experimental-
control differences across each of the six treatments, the three bonus levels, and the
average across all the treatments. Weekly rates of exiting from insured unemployment

and differences in impacts among the experimental treatments are also described.

Chapter 6 continues the discussion of results with the presentation of results for
several subgroups. An attempt is made to identify the unique characteristics of groups

that do and do not respond to the experiment.

Chapter 7 investigates several key potentiél effects on other economic variables,
primarily the effect on quarterly earning rates, employer attachment, union membership,
use of union hiring halls, use of Job Service Centers, and contribution to household

income.

Chapter 8 discusses the issue of participation, and documents the large number of

eligible claimants who do not take advantage of the bonus offer.

Chapter 9 lays out the benefits and costs of the bonus offer program, providing

estimates of net benefits to society, the UI system, and government as a whole.

Chapter 10 summarizes the results, compares them with those from three other

reemployment bonus experiments, and draws policy conclusions.




Several appendices accompany the report to document technical details of the

WREB operations and evaluation.




CHAPTER 2
EXPERIMENTAL DESIGN

The experimental design consists of three parts: (1) eligibility conditions,
delimiting the target population; (2) treatment design, detailing the components of the
experimental bonus program; and (3) sample design, comprising deterrination of the

appropriate sample size and selection of sites.
2.1  Eligibility Conditions
2.1.1 Requirements for Participation

Two objectives of the experiment guided the decision as to who would be eligible
to participate. The first objective was to increase the job search efforts of Ul claimants,
and theteby to reduce the amount of unemployment. The second objective was to
reduce the costs to the State’s Unemployment Insurance (UI) Trust Fund. These goals
dictated that Ul claimants whose job search effort could not be increased by the bonus
offer, and those claimants for whom the State would not incur cost, should be excluded.

Therefore, eligibility for UI benefits was an obvious first condition for bonus eligibility.

A further restriction imposed was that the claimant must have been submitting an
initial claim, i.e., a claim to start a new benefit year. Eligibility was restricted to
claimants filing new claims in order to replicate a steady-state environment in which a
reemployment bonus was part of the Ul system, and only new claimants would be
offered the opportunity to obtain a bonus. In the steady state, those claimants filing
additional claims and those filing continuing claims will have received bonus offers at the
time they filed initial claims. It is reasonable to assume that, in an actual program,
claimants would be offered a reemployment bonus at the start of their benefit year.
Restricting eligibility to those filing initial claims, therefore, simulates a realistic

program.




In states with a waiting week, it was deemed unnecessary, if not undesirable, to
limit eligibility for the bonus to those who actually received Ul benefits. A claimant
could become reemployed during the waiting week, or even before réceiving waiting
week credit. To encourage such claimants to intensify their job séarch immediately, and,
more important, to avoid discouraging them from taking, jobs_ before receiving benefits,
such claimants became eligible for a bonus by taking a job. prior to receiving a first

payment, as long as they would have otherwise been eligible for UI benefits.!

An exception to this criterion was made in the case of ciaimants who filed a
monetarily valid claim, but did not claim waiting week credit. These claimants were all
declared eligible to participate and receive a bonus, even if there was an issue on the
claim that might have prevented UI benefit payments. The rule that required eligibility
for UI benefits as a condition for participation in the bonus offer program was modified -
for claimants not claiming a waiting week because there is no legal issue to adjudicate if

a week is not claimed.

Claimants whose Ul entitlement was not based on Washington State wage credits
were excluded from participation in the experiment. This group included those claimants
filing interstate claims, and those designated as UCFE (a recent federal employee) or
UCX (a recently discharged veteran). These three categories would probably participate
in a national program, but were excluded from the experiment because bonus offers
based on UI entitlement could not be made at the time of filing. Claimstakers can
identify Washington State wage credits at the time of filing in the computerized Benefits
Automated System (BAS). Combined claims did not cause ineligibility for the bonus

offer; however, the size of the bonus was governed by Washington State wage credits.

! Making claimants eligible to participate in a bonus program immediately upon filing a valid claim opens .
the possibility of encouraging laid-off workers who expect to start new jobs within the waiting period to file
claims they might not otherwise have filed. This may result in an increase in benefit payments that won't be _
captured in the experiment. However, these workers would only be doing what they are already entitled to
do. This issue is addressed further in Section 5.6. ‘ : '




Eligibility for the bonus offer was further limited to those who had monetarily
valid claims at the time of filing for benefits. Moreover, the amount of the bonus offer
and the length of the qualification period were determined by the claimant’s UI
entitlement established at the time of filing. This procedure assured that all claimants
offered the bonus had complete knowledge of the amount of the bonus and the
qualification period from the date of filing. Claimants, such as state employees, whose
monetary eligibility was not known at the date of filing, could not have been given the
same information. This exclusion would probably not be applied in an actual

reemployment bonus program.

In addition to having a monetarily valid claim, the claimant must not have been
ineligible to receive benefits because of separation issues. A claimant who is discharged
for cause or quits his/her job wiihQut good cause is denied Ul benefits for the duration
of that unemployment spell. Denial of benefits on a separation issue precluded eligibility
for the bonus. On the other hand, there can be temporary denial of benefits for able-
and-available issues. A claimant may be denied benefits in a particular week because
he/she is not searching for work and is not available to accept employment (e.g., is sick,
away on vacation, etc.). These issues are removed as soon as the claimant returns to job
search, and were therefore not considered to be reasons to preclude the claimant from
being eligible for a bonus. On the contrary, it was believed that the bonus could act as a
stimulus for the claimant to return to work search and regain eligibility for UI benefits.
For the same reason that the waiting week credit was not necessary to earn a bonus, the
claimant with an able-and-available issue could obtain a bonus by accepting employment

without previously having the stop removed.
2.1.2 Additional Requirements for Bonus Receipt
There are no other ex ante exclusions, although two groups of claimants were not

paid bonuses. Bonuses were not paid to: (1) claimants recalled to their previous job by

their terminating employer, or (2) claimants placed on a job through their union hiring




hall. These two groups of claimants were denied bonuses on the grounds that the bonus
offer would not affect their job search behavior, since their job acquisition was totally

dependent upon the actions of the employer or the union.

Note, however, that these last mentioned exclusions were not ex ante, in that =

being on standby status awaiting recall, or being a member of a referral union, did not
exclude the claimant from participation in the experiment.” It was hoped that the bonus
offer would encourage these claimants to seek jobs and thereby become employed rﬁoref
rapidly than if they simply waited for recall by their previous employer or placement by
their union. Thus, a member of a referral union who obtained a job without union |
placement was eligible to receive a bonus. Likewise, a claimant on standby who
obtained another job was eligible to receive a bonus. Such claimants would remain
bonus-eligible if, after working at least one week on their new job, they returned to their

previous job or accepted a union hiring hall placement.

Since the intent of the bonus offer was to encourage more aggressive job search,
the bonus was not denied to a claimant who obtained what was clearly a new job with
the previous employer, and not a recall to the previous job. To qualify for the bonus,
the claimant must have been permanently separated fronf the employer, with the new job

identified as a "new hire."

In summary, to be eligible to participate in the experiment and receive a WREB

bonus offer, a UI claimant must:
1. Have a monetarily valid claim, with monetary eligibﬂity determined
at the date of filing;
2. Be filing a claim to establish a new benefit year;

3. Have at least one week during the qualification period in which
there was no indefinite nonmonetary stop on the initial claim; and
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4. Not be filing a totally interstate claim, or a UCFE or UCX claim.
In additiom to be eligible to receive a bonus, the'participating claimant must:

1. Not have a separation issue on the initial claim that prevents Ul
benefit payments during the qualification period, or a separation
issue associated with the previous job that is not removed prior to
the end of the reemployment period (this condition prevents bonus
payment only for claimants claiming a waiting week);

2. Not be recalled to the previous job by the separating
employer; ‘ '

3. Not be placed on the new job through a unionv hiring hall; and

4, Work full time (a total of at least 34 hours per week on all jobs), or
have earnings sufficient to terminate UI benefit payments.

22  Treatment Design

The WREB experiment had three components: (1) the bonus amount; (2) the
qualification period--the period of unemployment over which the bonus offer was open;
and (3) the reemployment period--the length of time the participant must have remained

employed full time to receive a bonus.
2.2.1 Bonus Amount

Since a major goal of the WREB experiment was to determine the most efficient
bonus size, the experiment had three payment levels. This was considered to be the
smallest number of options necessary to generate a range of bonus offe;rs‘that both
spanned the range of policy interest and provided sufficient variation ‘to estimate the

marginal effectiveness of different bonus sizes.
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The bonus levels were specified in terms of a multiple of each individual’s entitled
weekly benefit amount (WBA). Therefore, bonus offers in a given treatment varied
across claimants in dollar amount because of differing entitlement, but were constant in
terms of opportunity cost of unemployment. That is, for a totally unemployed claimant,

a reduction of one week in‘ﬁne‘mplbyr_;erent cost each individual one week of
compensaticn, and the bonus was “priced” the same for each individual (in a given
treatment gréilp) in terms of this sac,riﬁée,' The bonus offer was determined on the basis
of a monetary determination at the time the claim was filed. Additional wage credits, or
other adjustments, were not taken into account in setting the bonus. In this way, all
claimants had full information regarding their bonus at the date of filing, creating an

important homogeneity condition for the experiment.

The three payment treatments were: two times the individual WBA; four times
the individual WBA; and six times the individual WBA. The middle level is
approximately that used in the Illinois experiment. The entitled WBA was the basis for
the bonus. The formula used by the Washington State Employment Security Department
v'(WSESD) to determine the entitled WBA used the highest two qixarters of earnings in
the base year, Qi and Q,, subject to a minimum and maximum, as follows (see Revised
Code of Washington 50.20.120): |

- MIN, if MIN > 1/25[(Q, +A-VQ7)/2]
WBA = = MAX, if MAX < 1/25[(Q; + 0y)/2]
1/25[(Q, + Q,)/2], otherwise.

Claimants drawing partial benefits, i.e., those filing a claim while employed, were
also eligible to participate in the experimental program. Claimants receiving partial
benefits were made the same bonus offer as claimants receiving the full weekly benefit
amount. Based upon Washington’s average entitled WBA of $152 in 1988, the average
bonus at the three treatment levels would have been $304, $608, and $912 respectively.
Since the WBA changes for some claimants between the date of filing and the date of -
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first payment, some minor variation in the ratio of the bonus to the final WBA for

individuals in the same treatment resulted.
2.2.2 Qualification Period

The qualification period is the maximum duration of insured unemployment that -
the participant could experiénce and still qualify for the bonus. The qualification period
was set in terms of the individual’s compensable duration of entitlement to UI benefits.
In states with a fixed duration for all beneficiaries, the qualification period would be a
fixed number of weeks for each treatment. In Washington, which has a variable
compensable duration, the qualification period varied, since it was specified to be a fixed -
proportion of the individual’s entitled duration of benefits. The qualification period was
communicated to the claimant by setting a reemployment deadline, defined as the date
by which the claimant must begin full-time employment and stop receiving UI benefits in -

order to qualify for the bonus.

It was believed that the length of the qualification period could impact the
effectiveness of the program. If the qualification period was a high proportion of the
compensable duration, then a high proportion of claimants would receive bonuses
without needing to alter behavior, and a large deadweight loss to the Ul program would
have resulted. If the qualification period was a low proportion of the compensable
duration, fewer claimants would qualify for a bonus, and the deadweight loss would be
reduced. However, such a qualification period could have discouraged some prospective
participants from increasing their job search effort. Thus, to determine the optimal
qualification period, it is important to determine how claimant behavior varies with the

length of the qualification period.

To determine the effects of different qualification periods, two- qualification
periods were used in the experiment. One was set at 20 percent of the individual’s -

compensable duration, and the other at 40 percent. The qualification period was
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increas'ed}‘by one week to cover the required waiting week. Since the maximum entitled
duration of benefits in Washington is 30 weeks and the effective minimum duration is 10
weeks, the qualification period in WREB ranged from 3 to 13 weeks. If thé algorithm
calculated a qualification period that included a partial week, the length of the perlod
was rounded up to the next whole week. Although a week was added to the

~ qualification period to cover the waiting week, it was not necessary to actually serve the

waiting week to earn a bonus, as noted above in Section 2.2.1.

Initially, the qualification period was set to start on the Sunday before the
Effective Date of Claim (EDC), which is the start of the claimant’s benefit year. Two
months into the experiment, the start date for the qualification period was changed to be
the Sunday before the process date of the claim. The process date is the date that the
claimant files the claim. The reasons for ihis and the implications of the change for the

analysis are discussed in Section 3.3.2.

" Some claimants file claims while still employed. Such claimants were also eligible
to participate in the demonstration. However, the start of their qualification period
coincided with their process date, not necessarily the date on which they started their
unemployment Spell. Nevertheless, to be eligible for the bonus, claimants who filed
while ‘still émployed must actually have become unemployed under conditions that would

have made them eligible for UI benefits before starting a new job.
2.2.3 Reemployment Period

The reemployment period, the length of time the claimant must remain
continually employed in order to receive the bonus, was four consecutive months of full-
time employment without any additional claim for Ul benefits being filed. This period
was deemed sufficiently long to avoid paying a bonus for seasonal work and to reduce to
a reasonable minimum the tendency for a claimant to take a job strictly to obtain a

bonus.. The only job characteristic required was that the claimant work full time on one
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or more jobs, or be self-employed full time. It was not necessary that employment be
with a single employer, as long as no Ul benefits were claimed in the period and

employment was essentially c{ontinuous.2
2.24 Summary of Treatment Design
In summary, the WREB Experiment had the following treatment design:

Bonus Payment: Three different levels, set at two, four, or six times the

individual’s WBA as determined on the filing date.

Qualification Period: Two different levels, set at 20 percent or 40 percent of the
individual’s compensable duration plus a week, with the qualification period starting on

the Sunday before the process date.

Reemployment Period: Continuous full-time employment for four months after
qualifying reemployment has begun.

Since eligibility conditions and the reemployment period did not vary, the
experiment had six treatments. For reference, these treatments are arrayed and labeled
by number (Tn; n = 1, 2, ..., 6) in Table 2-1. ‘

? Gaps in employment of up to one week in duration, which resulted from job changes, were allowed.
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“Table 2-1

- Treatment Arrahgernent '
Quadrﬁcatlon Penod
__ 2x duratlon | 4x duration
Bonus Size + one week + one week -
2XWBA T1 | T4 |
4XWBA | T2 o TS
6xWBA T3 T6

23 Sample Design
2.3.1 wRan’(_iqrnizati__on o

Randomization'is at the heart of cxr)‘erimentation Because of randomization, a
model-free approach to measurement of experimental results is feasrble |
Randomrzatxon is a process of blind selection of a sample from a populatlon The key
pr1nc1ple in randomxzanon is that each member of a population has an equal chance of
selectlon for the expenment and for assrgnment to-any of its treatment cells In this, as
in many field experiments, randomization is accomphshed by assigning to each mdrvrdual -
in the population a unique number, and establishing a procedure to assure that each
number has a specrfied probabxhty of being selected into the experrment and assigned to

a treatment or control cell

In the case of WREB randormzatxon was accomphshed by usmg the last two
digits of each 1nd1v1dual’s Socral Secunty Number (SSN) to assign eligible Ul clarmants

* Randomization is the basis of classical experiments which have been used extensively to measure the
effects of social programs. A model-free measurement process involves a simple comparison of means of a
dependent variable across treatments, without the use of control variables or other restrictions on the form
of the response function.
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to one of the six treatments or the control group. Since the last two digits of the SSN
have been randomly assigned to individuals, the result of the assignment to treatments in

the experiment should be that the average characteristics of individuals in each of the
seven groups would be the same.

2.3.2 Determination of Sample Size

2.3.2.1 Statistical Significance and Type II Errors

When determining an appropriate sample size, standard statistical procedure
focuses on reducing the level of Type I error--the significance level of the test. For
WREB, we wanted to have confidence that if the treatment was effective, there was a
high probability of not rejecting it. The power of the test expresses this interest. The
null hypothesis of no experimental effect is tested against the alternative hypothe51s that
an experimental effect exists. Type I error is the error of rejectmg a true null
hypotheses. Type II error is the error of accepting the null hypothesis when in fact the
alternative hypothesis is correct. The confidence an eXperimenter may have that a
treatment effect exists is called the poWer of the test which is (1 - Prob (Type II error)).
Thus, as the power of the test increases, the probablhty of rejectmg the alternative
hypothe51s when it is true, diminishes. '

The appropriate size sample for WREB was estimated by reference to the
duration of insured unemployment over the benefit year, the indepéndent\?ariable that
was most dlrectly affected by the bonus In the absence of other mformatxon, sample
size in each treatment cell was set to detect a reduction in the duration of insured

unemployment as large as that found in the linois experlment, ie, 115 weeks. Since
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we did not expect the bonus offer to cause an increase in the duration of unemployment, . :

a one-tail test of significance was used.*

Table 2-2 shows the size of each treatment group implied by a range of power

tests and significance levels for an effect size index (d) of 0.13

Table 2-2

Treatment Group Sample Sizes

One-Tail Significance Level .

‘Power .01 .05 10
5 11083 s2 | 320
6 1332 721 471
i 1627 942 653
8 2009 1237 902
9 2605 1713 1314

Good statistical practice suggests testing main effects at a significance level of ‘.01'_:~
with a power of .8. A power of .8 means that the chance of accepting the alternative
hypothesis when it is true, i.e, there is an effect, or alternatively, rejecting the null |
hypotheses when it is false, is .8 (power = 1.0 - 0.2). To meet these two conditions

requires treatment cells of at least 2,000 observations.

Using a total sample of 2,000 observations, treatment effects on four subgroups of

equal size (e.g., two sexes and two races) of 500 observations each could be tested ata

‘ We cvcntually decided to use two-tail tests because of the possibility that the bonus offer, operatmg
through an income effect, could causc an increase in the duration of unemployment.

* Adapted from Cohen (1977, p. 54). The table is based on an effect size index (d)‘ of 0.1. This index is
derived as follows: d = [m(A)-m(B)]/s, where m(A) - m(B) is the experimental effect, and s is thc standard
deviation of either populatxon Using Illinois data, d = (1.15/12), or abour 0.1. :
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significance level of .05 and a power of .5. Note that a power of .5 means that if you
accept the null hypothesis (that there is no effect) you have a 50-50 chance of being

wrong.
2.3.2.2 Establishing the Bonus Budget

To establish a budget, it was necessary to estimate two other variables: the
average bonus payment, B, and the expected take-up rate, r. The take-up rate is the
proportion (or percentage) of those assigned to an experimental treatment who collect a
bonus. It was hoped that the WREB bonus take-up rate would exceed the 14 percent
experienced in Illinois. Based upon use of more effective procedures for encouraging
participation and a value of the bonus (in 1984 dollars) somewhat higher than the $500

used in Illinois, we predicted a take-up rate of 20 percent.

On the assumption that the average value of bonuses paid would be the same as
that of bonuses offered, and the number of bonus offers in each treatment cell was the
minimum required to yield tests with acceptable power (2,000 in each cell), the estimated

cost of bonuses was determined as follows:

Total Cost of Bonuses = Bxrxn

where,
B = The average dollar bonus offer
B = {(1/3x2x WBA)+(1/3 x 4 x WBA)+(1/3 x 6 x WBA)}
WBA = The average WBA in Washington in 2nd quarter 1988
B = (12/3) x WBA = 4 x §148 = §592 '

® While the take-up rate in the Illinois experiment was .14, a somewhat higher rate of .20 is expected in
the WREB demonstration because of improved information to claimants, more extensive follow-up
procedures, and an average bonus somewhat higher in real value than that in Illinois. The average bonus
offer in Washington of $575 in 1988 exceeded that in Illinois of $500 in 1984 by just $7 in constant 1983
dollars using the U.S. consumer price index for urban wage earners as the basis for comparison.
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r = The take-up rate = .2

n = Total number of bonus offers made ='6 x'2,000 ="12,000.

Thus, B xrxn = $592 x .2 x.12,000 = $1,420,000 was the estimated bonus cost.

2.3.2.3 Reallocation of the Sample to Tréatmcnts and Determination of a Bonus Budget

In considering the allocation of the sample to seven groups, statistical -

requirements do not dictate that each of the groups receive exactly one-seventh of the

sample. This means that considerations of cost per observation and policy relevance

could be taken into account in determining the proportion of the sample allocated to

: - Table 2-3
Proportionate Treatment Sample Size Distribution

each group. From both of these perspectives, it was viewed as desirable to put a larger
proportion of the sample in the less expensive treatments. - The actual allocation of

observations to treatments used in WREB is shown in Table 2-3.

Qualification Period

2x duration | .4x dili'atioh ‘
‘Bonus Size + one week + one week
2xWBA 1875 1.1875
" 4XWBA 1875 1375
6xWBA ] .1250 ] 1250

This unequal assignment offered the prospect of reducing the bonus cost of the

experiment below that of a scheme which would have specified equal assignment to each

treatment cell.. The expected cost reduction from this allocation is shown below:

le the proportion eligible for the low Bonus (§296) = 375,
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let the proportion eligible for the mid Bonus ($592) = .375,
let the proportion eligible for the high Bonus ($888) = .25,

and let the expected take-up rate be .1875.7 Then the expected total cost of bonuses

was estimated to be:

= [(.375x$296) + (.375x$592) + (.25x$888)] x .1875 x sample size
= $555 x .1875 x sample size

= $555 x [the number of bonuses paid]

= $555 x [.1875 x 12,000]

= §555 x 2,250 |

= $1,248,750.

This allocation reduced the estimated bonus cost by over $170,000. The U. S.
Department of Labor (USDOL) set $1.2 million as the bonus budgét for the experiment,
and this was the budget used in establishing enrollment goals for the experiment, as

described below.
2.3.2.4 Determination of Enrollment Rates

| ‘The sample size of 12,000 was estimated to be the minimum size required to
allow statistical tests with acceptable power. Given the budget of $1,200,000 provided by
the USDOL for bonus payments, final determination of the sample size required use of
the average size of the bonus expected to be paid and the take-up r:;te. “The take-up

rate—-the proportion of enrolled claimants who receive a bonus--can be thought of as a

7 The take-up rate for the unequal distribution is assumed to be lower than the 20 percent rate
predicted for the equal distribution, because it is reasonable to assume that the take-up rate will be positively
correlated with the size of the bonus offer. Allocating fewer observations to the high bonus level reduces the
predicted average size of the bonus from $592 to $555 = {(375x2x 148) + (375x4x 148) + (25x6x
148)}. Assuming that the take-up rate will decline proportionately yields an estimate of the take-up rate for
the unequal allocation of .1875 = {.2 x (§555/$592)}.
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joint probabrhty wntten as the product of several conditional probabrhtles that can be
estlmated ex ante and then monitored for comphance ' :

Initial estimates of the parameters based on historical experience m the 21 Job
Servrce Centers (JSCs) selected for the experiment provided a set of baselme statlstlcs,
described below, that led. to the establishment of an enrollment rate of 16 percent in 20
offices and 32 percent in Raim’er The higher pr'Oportio'nVWas set for Rainier rn order to
increase the proportion of minority racial and ethnic groups in the sample. The
enrollment rates were set wrth the intent of just exhaustmy the $1 200,000 bonus budget
in 32 weeks.

Using the preliminary evidence that the average bonus paid would be $575, the
following set of conditional probabilities were used to initiate the process, starting with
an expected flow of claimants filing new claims in the 21 JSCs over a 32-33 week period

starting in early March 1988: -

New Washington Claims , : - 89,797

times the proportion of claims monetarily valid

at the time of filing » : : x.9
Monetarxly Valid New Claims o | 81,816

- times the average assrgnment rate - L ' :

( 16 at 20 JSCs and .32 in Ralnler) / I x .169
Treatment Assrgned Monetarrly Vahd New Claxmants : ' , | 13,827

times the proportlon ehgrb]e on ‘ o a _

nonmonetary criteria ~ C e - x9
Fully Enrolled New Claimants o o 12,444

times the proportion who are expected to obtain

employment within their qualification perlod - x_409
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Enrolled Claimants Obtaining Employment within their

Qualification Period ‘ ' 5,087
times the proportion not expected to be eliminated '
for Recall, Union Hiring Hall Placement, and

non-filing —X.J
Enrolpled Claiménts Filing Valid Notices of Hire | | 2,544

times the proportion expected to Complete 4 Months ‘ '

of continuouvs reemployment . : x .85

Enrolled Claimants Expected to be Paid a Bonus ' 2,162

Note that if 2,162 bonuses averaged $575, the bonus cost would be $1,243,000. A
monitoring system was established to determine if these pérameters were being met, and
if changes in the enrollment rate or the length of the enrollment period were needed to
just meet the budgetary constraint. The details of the monitoring system and its use are

described in Section 3.6.1.
2.3.2.5 The Control Group

For a treatment group of a given size, additional statistical power for hypothesis
tests can be gained by having a control group which is larger. Given the expected
treatment impact, the budget for bonuses, and the desired power it was decided to have
a control group of 3,000. It was estimated that approximately this number would result if
20 percent of claimants determined to otherwise be elig’il‘)le for a bonus in each

enrollment JSC were assigned to the control group. Indeed the final analyfic sample

included 3,082 claimants in the control group.
233" Site Selection

In the State of Washington, all unemployment insurance and employment service
offices are unified as Job Service Centers. The experiment was conducted in 21 of |

Washington’s 31 JSCs. The ten offices eliminated from consideration included the seven
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smallest offices in the state, plus three offices excluded for specific reasons: Tacoma and
Lakewood were excluded because of the presence of other experimental prbgranis that
- could contaminate the results; and Vancouver was excluded because of its integration
with the Portland, Oregon Metropolitan Area. The 21 offices mcluded in the" study had:

approximately 85 percent of the State s clalms load

- One benefit of enrolling at a large number of offices is the protection afforded
against the results being distorted by idiosyncratic behavior in one or a few offices.
Averaging the results over a large number of offices gives confidence that the results are

not due to particularly strong or weak performances in specific offices.

" In selecting the sample, we made use of 20 percent of the available Social
Security Numbers in all of the offices except Rainier. This meant that in 20 of the 21
offices, 16 percent of the claimants filing initial claims and eligible for UI benefits were
made a bonus offer. In Rainier we used 40 percent of the Social Security Numbers,
which meant that we enrolled 32 percent of the eligible population filing initial
applications. Rainier was the JSC with the largest proportion of claimants who were
black. The higher enrollment rate was us'ed in Rainier to compensate for the absence
from the sample of claimants using neighboring offices in Pierce County, which had
racial breakdowns of the claimant population similar to Rainier’s. Plerce County had
been excluded because of the complex1ty caused by other de monstratxon programs bemg
run in that county. As a result of enrollmg ata hlgher rate in the Rainier JSC, the total

- sample had racial breakdowns very similar to that of the state as a whole

® The racial breakdown in the WREB sample replicates that of the total state. Insured unemployment
for the period March to November 1988 in the state had the following characteristics (Source: the 10 percent
Continuous Wage Benefit History (CWBH) survey): white (non-Hispanic) 85 percent, black 4 percent, other
11 percent. This compares with the following breakdown for the WREB sample: white (non-Hispanic) 84
percent, black 4 percent, and other 12 percent. The differences were not significant at the 5 percent (two-
tail) level.
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Random assignment.to control and treatment cells for each of the 21 JSCs
resulted in the distribution of proportions in cells summarized in Table 2-4. The

algorithm for random assignment was not intended to guarantee that cach cell at each

JSC received exactly the designed proportion of claimants. Rather, it was expected that
the proportion assigned to each cell in individual sites would not differ significantly from
the overall design proportions. The table also summarizes proportions assigned to cells
by calendar quarter of 1988, no effort was made to equalize enrollment across quarters.
Nonetheless, out of the 175 cells (7 groups in 21 JSCs and 4 quarters) only 7 or 4.0
percent are judged different from the designed proportion based on two-tail t-tests at the

95 percent confidence level.
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Table 2-4

Proportions Assigned to Control and Treatment Groups
by Job Service Center and Quarter of Enrollment

'Sample
isc CONTROL T1 T2 T3 . T4 TS T6 _Size
Aberdeen 0.196 0.154 1 0.133 0.103 0.172 0.154 0.088 377 ¢
Auburn 0.196 0.145 0.158. 0083 0.166 0.149 = 0.103 974
Bellevue 0.183 0.152 0.163 0.106 0.142 0.161 0.092 991
Bellingham 0214 0.158 0.138 0.134° 0.134 0.119 0.103 486
Bremerton 0.177 0.154 0.133 0123 0.169 0.131 0.113 39
Cowlitz Co. 0.215 0.151 0.154 0.106 0.165 0.115 0.095 358
Everett 0.194 0.132 0.150 . 0.107 0.160 0.158 0.099 952
Lewis Co. 0.158 0.164 0.161 0.117 0.141 0.151 0.107 298
Lynnwood 0.173 0.140 0.167 0.090 0.170 0.148 0.112 642
Moses Lake 0.245" 0.133 0.144 0.118 0.147 0.141 0.072 347
Mt. Vernon 0212 0.130 0.176 0.102 0.139 0.130 0.111 561
N. Seattle 0.193 0.148 0.143 0.102 0.167 0.146 0.101 1,150
Olympia 0.239" 0.119 0.149 0.109 0.153 0.155 0.076 503
Rainier 0.197 0.149 0.149 0.103 0.157 0.155 0.089 2,391
Renton 0.216 0.139 0.141 0.102 0.146 0.163 0.093 821
Spokane 0.196 0.133 0.148 0.110 0.155 0.160 0.099 1,222
Sunnyside 0.205 0.135 0.155 0.092 0.137 0.155 0.120 502
Tri-cities 0.172 0.158 0.163 0.077 0.144 0.188 0.098 570
Walla Walla 0223 0.137 0.165 . 0.065 0.144 0.129 0.137 139
Wenatchee 0.202 0.146 0.1217 0.108 0.158 0.143 0.123 595
Yakima 0.203 0.153 0.159 0.090 0.142 0.153 0.100 1,265
Q1-1988 0.184 0.148 0.167 0.084 0.137 0.164 0.115 1,006
Q2-1988 0.206 0.140° 0.153 0.099 0.154 0.148 0.102 5,010
Q3-1988 0.201 0.149 0.148 0.105 - 0.156 0150 0.091** 5,612
Q4-1988 0.189 0.143 0.150 - 0.106 0.155 0.156 0.101 3,906
MEAN 0.198 0.144 0.151 0.102 0.154 0.151 0.099
DESIGN 0.200 0.150 0.100 0.150 0.150 0.100

0.150

" Significantly different from design in a 10% two-tailed test.
™ Significantly different from design in a 5% two-tailed test.
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CHAPTER 3

IMPLEMENTATION AND OPERATIONS

3.1  Operations Design: Procedural Steps at the Local and Central Offices

While the experiment had a simple design, implementation was complicated by
the need to conduct the experiment statewide in 21 different Job Service Centers (JSCs)
and integrate it into local operating procedures.! Details of the operational design were

specified in the WREB Procedures Manual, which was used in the local offices to insure

that the experiment was implemented in each office according to design principles.

Here, we will briefly describe how the participants flowed through the system.

The steps in the treatment process, which started when a Ul claimant filed an
initial claim and ended with the receipt of a bonus, are shown in Figures 3.1 and 3.2.
The activities that took place in the local office at which the claimant filed his/her claim
are shown in Figure 3.1, and those that occurred at the central office are shown in

Figure 3.2a.

At the Job Service Center, the steps were as follows:

1. Claimant filed an initial claim for Ul benefits.

2. Claimstaker searched the Computerized Claim Files to determine

monetary eligibility, and ascertained that it was a new claim béing filed.

' The 21 JSCs were: Aberdeen, Auburn, Bellevue, Bellingham, Bremerton, Cowlitz County, Everett,
Lewis County, Lynnwood, Moses Lake, Mount Vernon, North Seattle, Olympia, Rainier, Renton, Spokane,
Sunnyside, Tri-Cities, Walla Walla, Wenatchee, and Yakima.

27




| WashmgtonReemploymentBonus]Demonstratlon
| Claimant Eligibility

- pending

Local Off_i(;e

Fi]es' :
~ initial claim

No, or

/l\lmetarﬂj

eligible?

' Yes

/ Interviewer logs,
issues greenbar,
information sheet &
Notice of Hire form
to claimant. -

Ul Program Analysis
Washington State
Employment Security
Department

No /Eligil:l{e' for bonus
v Qogram?

Yes

Assigned to
- treatment
based on SSN -

Yes

A

Receives
information

on bo_nus

Coordinator compares logs
with reports & transmits
logs weekly to
Central Office

Figure 3.1




" J

_ Claimant_Eligibility Flow ,

- Central Office

. . : : Indefinite
Has indefinite Yes nonmonetary stop No
nonmonetary stop or issue
or issue? resolved?
Yes

Send enrollment
letter

Réemployed

Submits notice duri
of hire to- hué'ln f
central office quafilication
period?
No
Ul benefits
terminated within m
qualification
period
No
Yes
Remains Yes
Receives employed through Submits voucher to
acknowledgement reemployment —P|  central office?
period? '
- No ;
@ S ~ Bonus eligibility
‘ verified
Ul Program Analysis
Washington State
Employment Security - 29
Department

Figure 3.2a




B T R S ONY

3. Fora ,ra;idomly selected claimant, the Greenbar Monetary
Determination printout (Figure 3.‘2b) contained a new entry that indicated
assignment toa WREB'treka:tmer_lt.2 For an aSsigned claimant,' the:Gréenba}r
provided the bonus award offer (based on the Weekly Behefit Amount), arfxd the
date by which full time reemployment had to start for the claimant to i>e eiigible
for a bonus. Claimants not treatment-assigned or ineligible to participate in the
experiment had no entries in this special section, and received the standard

interview for persons filing initial UI claims.

4. A claimant whose Greenbar displayed the bonus amount and
qualification deadline was provided with an information sheet and Verbally _
instructed in/thé procedures to be followed to qualify for a bonus. ‘The
enrollment interview ended with the claimstaker éski:ng four pf’e__dét‘emxiﬁed

*‘questions designed to assess whether the claimant understood the vs'tepsi‘r‘icccssary

to qualify for a bonus.

At the central office, the following activities occurred:

5. Information on new WREB participants and updated claim ,_',ir“i'_f‘_ormation
on existing WREB participants was downloaded from the Wasﬁingtbli'- State
Employment Security Department (WSESD) mainframe computer to thé,WREB
Participant Tracking System (PTS). The PTS was PCf-based andr-fus:ed the Oracle
relational data base management system. The PTS was used to ¢i_1z§_luaté-‘{claiimant

eligibility.

2 A Greenbar Monctary Determination is a computer printout generated by a claimstaker for a claimant
from the Washington State Employment Security Department’s computerized Benefits Automated System.
The printout lists information about a claimant’s recent work history relevant to establishing a claim for Ul
benefits, e.g. employers and earnings in the base year. The printout is referred to as a "Greenbar” because it
is printed on computer paper that has alternate green and white stripes. ’ B
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A. When it had been determined that there were no indefinite
stops and that a valid UI claxm had been esta blished, an enrollment letter
was sent to the clalmant, ofﬁclally confi rmmg bonus ehgxbxhty, the 51ze of
the bonus offer and reemployment deadline. Accompanying the letter was
a Notice of Hire (NOH) form to be submitted by the claimant upon
starting a new full-time job. | ' |

B. No invalid clairns were assigned to treatment status.

C. If a claimant had an issue stop, no enrollment letter was sent.

D. If a denial was determined, no further action was taken.

E. If an issue was adjudicated in favor of the claimant before the
reemployment period expired, the clalmant was eligible to participate and

was mailed an enrollment letter.

6. When a claimant obtained einployment unider conditions that
established eligibility for the bonus he/she was to complete the NOH and send it
to the central office. When a Notice was recewed in the office, it was verified for
completeness and checked against the PTS to assure that UI benefits had not

been paid after the reemployment deadline. (See Figure 3.3.)

A. If benefits had b"eenvnai‘d after the reeniployment,deadline, or
the claimant had been placed on the new job through a union hiring hall,
or the neW job had not been full ti'ine,' a rejeqti{on letter was sent to
claimant. Sl T R ' co .
B. If no benefits had been paid aftef the reempleyment deadline,
and the new empleyer was not the same as the prier employer, the
participant was sent a valid Notice of Hire letter and a Bonus Voucher to
be submitted upon completion of four months of full-time work.

C. If no benefits were paid after the reemployment deadline, and

the new and prior employers were the same, or the claimant appeared to
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have been placed on the job through a union hiring hall, or the claimant
became self-employed, an appropriate inquiry form was sent to determine
if the conditions had been met for receipt of a bonus. - After revieyv of a

returned inquiry form, either an enrollment or denial letter was sent.

7. Multiple Notice of Hire forms may have been received from a claimant
obtaining subsequent jobs within the qualiﬁcation or reemployment periods.
Recall and union hiring hall placements were 'acceptablé for subsequent
employment. To maintain bonus eligibility, all other criteria had to be met.
Upon receipt of a valid subsequent NOH, another NOH was sent out with
instructions to send it in if a new job was acquired during the four months. If a
subsequent NOH did not satisfy eligibility conditions, a denial letter was

generated from the PTS and mailed.

» ~ 8. Four months after the start of new full-time émployment, treatment-
assigned claimants who had fémained employed for the entire period should have
submitted Bonus Vouchers. (See Figure 3.4.) A weekly batch run of the PTS

- checked to determine if these conditions had been met. If vouchers had not been
received at the central office, the PTS printed vouchers and_ letters'to be mailed

with the vouchers informing claimants of their likely eligibility for the bonus.

» A, If benefits hadbbeeh received after the reemployment deadline,
the voucher was denied and a rejéction letter Was sent to the claiman’t.‘

" B. If benefits had not been received after the reemployment
deadline, the WREB Project Coordinator checked to assure that the -
ernploymrent, conditions of the bonus offer had been met.?

(1) If employment could not be verified by the central office,

the claimant was sent a letter requesting verification.

3 Ninety-eight pcrceht of vouchers paid were audited: only"reemployment with Boeing was not audited.
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(2) If employment was venﬁed the Coordmator authorized
payment of the ‘bonus.

(3) If there was no iesponse to a verification letter, or
inadequate ven’ﬁcation was produced, a degial letter was ni;liled.

(4) Review pahels were held within the WREB central office
in response to verbal or written requests for reconsideration of

bonus eligibility.
32 Implementation of the WREB ‘Experiment

As described in Section 3.1, the process starts with the claimant entering a local
Job Service Center to file an initial claim for ﬁnémployment insurance. This section will
describe in detail the operations in the local and central offices as shown in Figures 3.1
and 3.2a. The discussion starts with the enrollment process, describing how the WREB
experiment was integrated into local office operations, and how the information about
the bonus offer was imparted to each of the assigned claimants. The discussion then
shifts to the role of the Washingtoh State Em‘ployment Security Department (or central
office) located in Olympia. We describe how ¢lafmant eligibility for the bonus is
sequentially dgﬁtermined, and how various forms are used to acquire information needed
from clients to make eligibility dccisiohs. AS~sumhlarized in Figure 3.2a, after a bonus
offer was made in a JSC, all other WREB processes wére carried out in the central
office. This section also discusses the process of interaction between the central office

and local JSCs designed to manage the expenment
321 WREB Enrollment in the Local JSC
3.2.1.1 The Enrollment Interview

The best way to descnbe the interview is by reference to the Desk Aid for WREB
Interview (reproduced as Figure 3. 5) the single-page guide used by all JSC claxmstakers
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DESK AID FOR WREB INTERVIEW

. Check the greenbar. If greenbar displays bonus amount and reemployment
deadline, proceed with interview.

. Point out and state bonus amount and reemployment deadline shown on
the greenbar. : ~

. Give the claimant the information sheet and read it with him/her.
. Give the claimant the Notice of Hire form and tell him/her: |
*If you get a job before the date on the greenbar: .
v Send us the Noticé of Hire form, .

v Give the name, address and phone number of the last employer prior to
filing for benefits, and the first employer that leads to your not filing,

v Give the usual hours of work and wages per week on that job,

v Answer all questions.”

. If claimant is still employed tell him/her: "You must either become unem-
ployed or be eligible to draw unemployment insurance before getting a new
job in order to qualify for the bonus."

. Please answer a few questions. "l want to be sure that | have covered all
the information. '

- What is the dollar amount of your bonus offer?

@ By what date must you obtain full-time employment to be eligible for the
bonus? ' R

« How long must you hold a job, or jobs, in order to clainj the bonus? _
< How do you notify us that you started a job?

7. Start looking for a job now! You don't have to receive unemployment
benefits or your enroliment letter to be eligible to receive a bonus.

If you have any questions about eligibility for the bonus, ask your
' - WREB JSC Coordinator. -~




who gave WREB interviews. In the regular procedure, the WREB interview was
conducted with randomly selected clients following the standard Ul interview held with
all persons filing initial claims for UI benefits. The steps in the WREB mtemew are

described below.

The first step instructs the interviewer to check the Greenbar to see if a bohus.
amount and reemployment deadline are displayed, and to proceed with the interview if
they are. This is an ideal situation in that treatment-assigned claimants are readily
identified to interviewers, yet in such a manner as to provide no external ~eviden¢etof
their distinction from claimants who are not selected. Furthermore, this process o
guarantees that a claimstaker would not improperly enroll a claimant :who-wlas not
randomly selected to be given a bonus offer. If there is no bonus entry, tl;en ihe_re_ isno
offer to make. On the other hand, if a claimant is selected, the entry‘is prominently
displayed on the Greenbar so that it is extremely difficult for the claimstaker to fail to
identify a WREB-assigned claimant. The Greenbar contains essential information about
the claimant’s benefits, and must be referenced by the claimstaker in the interview, |
There is evidence, however, that a few 'intcrvicws were missed. As describcd below,
there were multiple procedures followed by WREB local office and central office
supervisors to identify and provide interviews to treatment-assigned claimants who had

not been interviewed at the time of filing.

The WREB interview starts with the claimstaker pointing out the bonus aimount
and reemployment deadline displayed on the Greenbar and telling the claimant that -
these entries mean he/she has been randomly selected to take part in the Eexpcrﬁiment‘. :
The claimstaker fills in the claimant’s name on an Information Sheet (F1 inAp’pendix
A), and hands the sheet to the claimant. - The claimstaker was trained tdmd the
Information Sheet with the claimant, thereby assuring that the claimant has had both
visual and auditory exposure to the material. The Information Sheet is a smgle page (in
both Enghsh and Spanish) that 1ntroduces the experunent and informs the claimant | |

about the steps necessary to qualify for a bonus.
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Next, the Claimstaker hands the claimant a copy of the Notice of Hire (F3 in
Appendix A), having filled out information about the last employer from the claimant’s
application. (Remember, the NOH is the form to be submitted by the claimant after
obtaining full-time employment by the reemployment deadline.) Then, following the
procedure outlined in the Desk Aid, the claimstaker glves instruction on how to file a

NOH while pointing to relevant sections of the NOH during the explanation.

Step five in the Desk Aid is interposed only if the claimant is filing a claim while
still employed, e.g., expecting to be laid off in the near future. The claimstaker identifies
this situation from the UI application and then reads the appropriate statement. Step six
is crucial, and somewhat unique. The claimstaker asks the claimant four questions to be
sure that those four key pieces of information have been communicated to the claimant.
If any of the questions are answered incorrectly, the claimstaker is to review that
information again. Before ending the interview, the Claimstaker encourages the
claimant to start looking for work immediately--a standard requiremem: for continuing
UI eligibility--reminding him/her that obtaining employment before receiving any Ul

benefits does not preclude eligibility for a bonus.

- Finally, a toll-free telephone number listed at the bottom of the Information
Sheet is pointed out. Treatment-assigned claimants are told that if they have any
questions about the WREB offer in the future, they should contact WREB headquarters
in Olympia using this number. It was hoped that the toll-free telephone number would
channel most questions about WREB to the central office, so that consistent information
would be given. During the enrollment period, the central office received between 5 and
25 phone calls for information per day. The calls included several from nontreatment-
assigned claimants inquiring as to why they were not selected to receive a bonus offer.

The following are examples of questions from treatment-assigned claimants:

My last claim was for a week of partial benefits in the week just after my -
reemployment deadline. Am I still eligible for the bonus‘7
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- I have filed an appeal on a -nonmonetary denial. Will‘-I be bonus- eligible
~ if I win the appeal?

I started a part-time job before my reemployment deadline. Howcanl
become eligible for the bonus?

I got a second new job since my reemployment deadline. - What do I list as
my prior job on the Notice of Hire form?

I landed a new job before the reemployment deadline, but I didn’t start
working on it until after the deadline. Am I still eligible for the bonus?

If I get a new job before the reemployment deadline and then lose that
job, don’t draw any UI benefits, and then go back to my pre~UI claim job,
am I still eligible for the bonus"

v My new job is with a temporary agency, ‘which refers me to a different full-
" time ]Ob every week, is thrs full-trrne work for purposes of the bonus offer‘7

A variety of othef questions about eligibility were received from union members, sales
people who work for commissions, pecple receiving severance or vacation pay, and
students. The questions indicate that people generally understood the program but were

concerned about the details of ehgrbrhty in special cases.
3.2.1.2 The WREB Interview Process

There are basically two alternative procedures for taklng UI applications in the
JSCs. They are either taken mdmdually, in a one-on-one session between the claimant
and a claimstaker, or they are taken in groups as large as 35 or 40. WREB did not
require changes in these local office operating procedures; it did require that office
managers and WREB coordinators work out systems to integrate WREB into these
procedures. Certain requirements were imposed by the WSESD.
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1. WREB interviews had to be held at the same time as the regular Ul
interview; WREB claimants would not be'required to return to the JSC at another
time for the WREB interview.

2. WREB claimants in group interviews had to receive all of the
information imparted in the individual interview. | |

3. The WREB interview could be administered to all WREB participants
in a group, but the four questions had to be answered by each participant

separately.
These principles were followed without exéeptidn in all of the JSC offices.

For individual interviews, the WREB interview was 'a)ddedf onto the end of the
regular UI application process. For group interviews, spécial arrangements had to be
made. In some caseS, at the conclusion of the basic UI presentation and after special
issues were handled on an individual basis, non-WREB-asSigned claimants were excused
and a group WREB interview was held for the treatment-assigned claimants. The four
review questions from the Desk Aid were then asked of each claimant individually
before he/she was allowed to leave the interview session. In other cases, the WREB
applicants were assigned to claimstakers for individual WREB interviews after the group

UI presentation.

A special kind of group interview, called a "mass application" or "mass ap" was
sometimes conducted when there was a large layoff or plant closing. The mass ap was
often conducted at the plant site, requiring special arrangements for the WREB

interview.*

* In one case, the WREB interviews were forgone, because it was a clear case of temporary layoff in
which the plant was to reopen in a specified period of time and recall the entire laid-off workforce.
Applications for UI from this group were specially keyed from the central office to prevent assignment to
WREB treatment or control status by the automated system.
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In some JSCs, WREB interviews were given only by specially designated and |
trained staff; in other-offices, all interviewers were trained to conduct WREB interviews.
For example, in Rainier, all Ul interviews were indivi_dual, and all interviewers were
trained to conduct the WREB interviews. Thus, there was no change in procedure and
the WREB interview (which averaged 5 to 10 minutes) was simply added at the end of
the regular claim process (the entire claim process, including WREB, averaged about
one-half hour in duration). At the other extreme was Wenatchee, in which all
interviews, except special cases, were conducted as group interviews. Grbups were
scheduled sometime in the week that claimants came into the office to file a claim.
Greenbars were printed when the claimants arrived for group interviews. Groups
averaged about 35 in size, and 4 out of 15 specialists who took UI claims had been
trained to give WREB interviews. WREB claimants in a group were identified and
either asked to stay after the conclusion of the Ul 'portion, or taken to a different room

for the WREB interview. . ..

In Spokane, WREB and non-WREB UI claimants were separated before the
claims process was started. Two of the eight Ul claimstakers and a supervisor were
trained to give WREB interviews. WREB claimants were identified at the front desk
when the Greenbar was printed. WREB claimants were then directed to one of the

“designated WREB claimstakers who conducted both the UI and WREB interviews.

Non-WREB interviews were usually, though not always, group interviews.

Information was available for 19 of the 21 JSCs in which WREB was ,,co_ndu/c.ted
that allowed a characterization of the office on three factors: (1) group versus individual
interviews, v(2) use of special WREB interviewers or use of all claimstakers to do the _
WREB interview, and (3) whether or not WREB represented a change in office
procedures. The third factor proved nofvery interesting, because it was berfectly
correlated with the second. That is, the prin‘cipal.way in which procedures were changed
was 1o assign cﬁe_rtain}claimstakers' as WREB interviewers. In Renton, a WREB specialist

would come into the regular UI group session when it was finished and deliver the
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WREB interview to WREB-assigned claimants who had been asked to remain after the
others departed. As noted above, in Spokane, the WREB-assigned claimants bypassed
the regular group session and were interviewed for both Ul and WREB by the WREB
specialist. | |

Of the 19 offices compared, WREB specialists were assigned in 5 (Everett,
Renton, Spokane, Walla Walla, and Yakima), and all the claimstakers were trained in
WREB in the other 14 offices. In nine offices, only individual interviews were conducted
(Auburn, Bellingham, Cowlitz, Everett, Lewis, Mt. Verhon, Rainier, Spokane, and
Sunnyside), while in seven offices (BelleVue, Lynnwood, Moses Lake, Olympia, Renton,
Tri-Cities, and Wenatchee) only group interviews were conducted. Four of the sites had
a mixture of individual and group interviews (Aberdeen, Bremerton, Walla Walla and
Yakima). In Chapter 6, Section 4.1, we present results of an investigation to determine

if any of these differences in office procedilre affected experimental outcomes.
3.2.1.3 Instruments for Monitoring WREB Enrollment and Interview Processes

Although the sole task for the local office was to conduct enrollment interviews
for UI claimants assigned to WREB treatments, two ancillary activities performed by
WREB Coordinators were to assure the quality and consistency of interviews and to
assure that all WREB-assigned claimants received WREB interviews. This second

activity was shared by the central office.

Four instruments--two logs and two claimant flow reports--were used to ascertain

whether or not a WREB assigned claimant received the WREB interview. These were:

1. The Intake Log, which was used in most JSCs to record names of all

persons who filed Ul claims;
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- 2. The Interviewer’s Weekly Log, used'by WREB interviewers to record
- that a WREB interview was given to a WREB-assigned claimant;

3. The Status Report, a computer-generated report printed in each JSC
~ three times a week, which provided cumulative reports for up to two weeks on all

- claimants for whom a Greenbar Monetary Determination had been printed; and

- 4. The weekly Bonus Offer Report, mailed from Olympia to each office
listing WREB assignees for whom an initial claim had been filed in that week and

a Greenbar had been printed. -

The second, third, and fourth instruments were unique to WREB The Intake
Log; while not universally used, is part of standard procedure in ma’ny;ofﬁées-.» JSC
Coordinators were expected to check Intake Logs against the other three instruments to
determine if any WREB-assigned individuals filed a claim without receiving a WREB
interview. This was also checked in the central office. . [f either of these checks located :
filed claim for a WREB-assigned claimant with no entry in an Interviewer's Weekly Log
(unless the interviewer was sure that the interview had been given and the log entry
inadvertently skipped), the JSC WREB Coordinator would contact the individual and
mail all the forms and information sheets, after describing them on the p‘hone.‘
Furthermore, every claimant who was assigned to a treatment group was mailed ‘an
enrollment letter to confirm and further explain the bonus offer if there were no

indefinite stops on the claim.
3.2.2. Central Office Procedures
3.2.2.1 Formal Enrollment into WREB -

- Once an application for UI benefits of a WREB-assigned claimant had been filed
and the WREB interview given at the JSC, almost all further contact with the client
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about WREB was handled by the central office. The processing of records in the central
office started with an attempt to confirm bonus eligibility so that an enrollment letter
could be mailed, and ended with a determination as to whether the participating
claimant was eligible to receive a bonus. Most of the process of handling WREB
claimant files used the automated Participant Tracking System developed by the U.S.
Department of Labor, with the assistance of the Upjohn Institute. The steps in this
process, and the forms used to provide information to claimants, are described in Figures

3.3 and 34.

The applications of WREB-assigned claimants became part of the Benefits
Automated System (BAS) system, the same as all applications for Ul benefits. The files
of WREB claimants were identified in the system by the Social Security Numbers and
downloaded into the PC Oracle data base every Monday. The downloaded files included
both initial claimant information on Ul benefit eligibility and updated information on the
status of claims. The information in the Oracle data base was organized by the PTS and

used to query the data base and generate appropriate response letters.

An issue stop on a claim implied that a question had been raised regarding the
claimant’s eligibility for Ul benefits. As long as the issue stop or a nonmonetary denial
remained on the claim, no further action was taken by the central office. The PTS
periodically checked to see if the stop or denial had been removed prior to the end of
the period during which eligibility for the bonus could be established, i.e, the length of
the qualification period plus four months; then the claimant would be sent an enrollment
letter and be eligible.to receive a bonus if all other conditions for the bonus were met.
If a claimant failed to establish eligibility for Ul (e.g., there was a separation issue that
was adjudicated against the claimant with a denial being issued or a previous denial was
not purged), then the claimant was ineligible to participate in WREB. However, no
communication was necessary in this circumstance, since the claimant would have been
informed upon enrollment that eligibility for a WREB bonus was conditional upon being

eligible to receive UI benefits.
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If there was no issue on the claim or an issue was removed through adjudication
prior to the end of the bonus eligibility period; the claimant was sent an enrollment. .. -
letter (F2a in Appendix A), which reaffirmed the bonus offer and provided instructions
on how to file the Notice of Hire. A copy of the Notice of Hire (F3 in Appendix A) was

included.
3.2.2.2 Processing the Notice of Hire -

Further action on the WREB claim was undertaken by the central -office only if a. -
Notice of Hire was received, indicating that the claimant believed he/she had obtained

employment under conditions that:would qualify for a bonus.
To reiterate, these conditions were:

1. UI benefits were not paid after the reemployment deadline or the start
date of qualifying reemployment, and full time reemployment was started before
the reemployment deadline, v

2. the claimant could not have been recalled to the job, the _losing of.
which led to filing for benefits; and

3. the claimant was not placed on the job through a union hiring hall.
It was ajask of the central office to verify that these conditions had been met.

The three sources of information used to determine qualification for WREB were:
(1) the Notice of Hire form submitted by the claimant; (2) the Benefits Automated
System, which contained "alpha indicators" as to standby or union status; and (3) the
BAS system claim history records, which :identiﬁed whether or not, ahd when, the

claimant was paid UI benefits. This information was readily accessible in the PTS.
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- The Notice of Hire included the following relevant information: (1) the start date
of work for the new job; (2) a description of the new job and the job held prior to filing
for benefits, the losing of which led to the filing;® and (3) answers to three questions to
identify multiple job-holders, self-employed individuals, and union members placed on

the job by their union.

The steps in the central office started with a visual review of the NOH to
determine recall, union hiring hall, self-employment, and full-time employment status.
This review could have generated an inquiry, or a denial letter. The NOH was then
keyed into the PTS. If, prior to the reemployment deadline full-time employment had
not started, or after the deadline UI benefits had been drawn, or there was a stop on the
claim, the PTS would alert the staff to the situation and display a recommended letter.
The results of the visual and PTS reviews were combined and a decision made as to the
appropriate letter to send treatment-assigned claimants. (Copies of the letters are

presented in Appendix A, the purpose of each letter is identified in Figures 3.3 and 3.4.)

If benefit payments had been terminated in time, then the central office checked

the other conditions for eligibility, as follows:

1. Full-Time Employment: If the hours were less than 34 or the average
weekly earnings were not sufficient to prevent partial UI benefit payments, the
claimant was sent a denial letter stating that full-time work conditions had not
been met. As in the case of all of these inquiries, the claimant was asked to
contact the central office if he/she believed that the reasons for denial were not
valid. If the hours or wages were inadequate, but the claimant answered that

he/she currently held more than one job, then the central office contacted the =

* The prior job may or may not have been the long-term career job; ie., the clairaant could have held a
job for 10 years, left or lost it, started another job for six months and lost it; the loss of the second job
preceded benefit filing, ‘ '
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clarmant by letter or telephone to obtam mformatron about the other job(s) to

determme if the sum of the hours or wages met tht' cntena .

< 2. Conditions of Employrnent' If a full time job was started on or before
the reemployment deadhne, the Notlce of Hire was revrewed for comphance with

the corditions of employment whlch ‘may be defined as a set of three questrons

. A Was placement through a umon hmng hall‘7 A letter of umon

, mqulry (F41 in Appendrx A) was sent any claumant who responded to the
question on the Notice of Hire that he/she was a member ofa full or .
parnal referral union; or if there was an "alpha mdtcator" of "U" or "Q" in
the PTSS |

. ~ B. Is the claimant self-etnployed" lf the claimant answered "yes' to

. the questlon, "Do 'you own the busmess where you now work"" he/she was
sent a self-employment inquiry asking for the name and address of the
business, a Washington State or Federal business license number, and a
copy of the latest quarterly business income tax form. Satisfaction with the
response determined whether the designated self-employed was legitimate |

_in whrch case the claimant was ehgrble to receive a bonus, on the further

| _condmon that the clalmant did not ﬁle for benefits for four months and

- Temained employed full trme

C Dld the clarmant retum to lns/her prevxous Job? It the
employers hsted on the NOH for the new JOb and the pnor ]Ob were the __
- same, then a Job Change Inqmry was sent (Fdg in' Appendrx A) askmg for v

more detarls about the two ]ObS Specrﬁcally, the job titles, pay rates |

i O desrgnates that the clarmant is exempt from jOb scarch bccause he/she isa membcr of a full
referral union, while "Q" means that the claimant is a member of a union that has a hiring hall, but it is not
full referral, and thus the claimant is not completely exempt from the UI job search requirement.
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geographic locatlon, department or division, or job number (if applicable).
Basically, if two of these categones differed, the statement that the job did

not represent a recall by the claimant was accepted.

Table 3-1 provides the statistics on the various circumstances that could lead to a
denial of eligibility for the bonus for those submitting Notices of Hire. The data show
that of the 2,533 individuals submitting Notices of Hire, denials or incuiries were sent to
564, or 22,percent Of ‘tllese 258, or 46 percent, responded successfully to the inquiry
and their Notices of Hire were deemed valid. Only 306, i.e., 12 percent, of the submitted
Notices of Hire resulted in either an expltc1t rejection or an implicit rejectlon resulting

from the failure of the claimant to respond to the letter of inquiry.

Review of the Notice of Hire was repeated for any claimant changing jobs during
the four-month reemployment period and‘s’ubmitting a subsequent Naotice of Hire. A
subsequent NOH was submitted by 594 claimants. However most of the 2, 533 claimants

submitting NOHs, submitted only one.
3.2.2.3 The Bonus Payment System

The next stage in the process commenced when a claimant’s four-month
reemploj'ment period ended. Sometime after that, a Bonus Voucher (F5 in Appendix A)
should have been sent to the central office, providing notice thatthe claimant believed
he/she had met all the conditions for receipt of a bonus. The following were steps taken
by the staff in the central office to evaluate a Bonus Voucher: (1) all previous paperwork
was pulled from files and reviewed, (2) the Bonus Voucher was keyed into the PTS and
system edits were rev1ewed (3) edits revealed were screened using the WSESD
mainframe computer the PTS the Washington State Department of Revenue computer,
and/or claimant calendars and earnings deduction charts; (4) the four months of work
was verified by telephone or through the mail; (5) a bonus eligibility code was entered
into the PTS to allow or deny the bonus; and finally (6) the PTS either authorized the
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. Table 3-1

Responses to Claimants Submitting Notices of Hire (NOH)

Total
Claimants
Total treatments 14,080
Total receiving enrollment letter 12,140
Total receiving no enrollment letter 1,941
Responses to Notices of Hire:
Total individuals submitting NOH 2,533
Total individuals receiving Fda letter 4 ; ; B 2255
Claimants denied or failed to 7
return inquiry notices ' - 278
Further Breakdown of Responses to NOH
Response Subsequent Invalid
to NOH. valid NOH NOH
UI drawn after start/deadline - F4b ‘ ' 60 26 34
Jeb recall - F4c : 37 2 35
Union hiring call - F4d ’ 10 0 10
Job start after deadline - Fde 75 . 2 73
Self-employment notice - F4f 73 47 26
Job change inquiry - F4g ' 151 102 49
Job not full time - F4h 51 14 37
Union inquiry - F4i 107 65 42
Denials or inquiry notices' : | :
Multiple denials C , S v 564 258 306
Number of claimants denied 28
: : 278

* Total individuals receiving an Fda letter (2,255) includes claimants who reiceive a denial letter or inquiry.
notice and subsequently receive a valid NOH letter. Also the total of denials or failure to return notices
(278) does not equal total denials or inquiry notices less subsequent valid NOH (564 - 258 = 306 < > 278). '
This occurs because some claimants, for example, receive both a Job Change Inquiry (F4g) and a Union
Inquiry (F4i). These claimants appear in both rows. Still others were denied because of several reasons

such as drawing benefits past the deadline (F4b) and being recalled (F4c). Since both types of letters were
printed, the claimant appears in both rows. '
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State Vendor Payment System to make a bonus payment, or printed the appropriate

denial letter.

If employment changed during the four-month period, a gap in employment not to
exceed one week was allowed; longer gaps would disqualify the claimant from receipt of
the bonus.” This policy led to some confusion; some claimants with longer spells of
unemployment failed to file for UI benefits, even though the gap in employment was
sufficiently long to qualify for UI benefits, on the expectation that simply not filing was
sufficient to qualify for the bonus.® The central office engaged in extensive verification

procedures.

If all checks indicated that the claimant was entitled to a bonus, a Bonus Voucher
authorization was keyed into the PTS and a report was printed. From that report a
payment authorization form, called Form A62, was completed and keyed into the
WSESD computer system to generate a check to pay the bonus. These checks, prepared

within two days of submittal, were mailed by the WREB coordinator to the claimant.

As shown in Table 3-2, 1,816 bonuses were paid, and 130 Vouchers were denied.
The table shows that 205 inquiries were sent to claimants, and 72 were resolved in favor
of the claimant (the difference of 133 exceeded the 130 denials because some Vouchers
generated more than one response). The single most common question arose because of
the inability of the central office to verify employment (88 cases). Most of these cases
(69) ended in denial, because the claimants were not able to verify that they had four

months of continuous full-time employment.

7 It should be noted that one week was also the minimum duration specified for bona fide reemployment
in a new job before a recall or union placement would be acceptable as part of the four months of
continuous reemployment for bonus eligibility.

® The central office assisted this group of claimants who became ineligible for a bonus to receive the Ul
benefits to which they were entitled.
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Table 3-2.

Responses to Claimants Submitting Bonis Vouchers

To_tél

Claimants
Responses to bonus vouchers: -
Total bonus vouchers o i 1,046
Total bonus payments ‘ 1816
Total denials | | - 50

Breakdown of ResponseS to Vouchers

Subsequent

Responses Bonus

go Vgu her Payment
UI drawn in 4-months - Fea =~ o 32 13
Job recall - F6b S : R 13 3
Job not full time - F6d : ' ’ 21 .5
Need additional information - Fée 30 23
Cannot verify employment - F6f - 88 19
Cannot verify self-employment - F6g - L 10 8
Nonmon. denial at voucher - F6h ' . 1 _1
Denials or Inquiry* : : A o 205 N )

* Total denials or inquiry less subsequent paynicﬁts (133 = 205 - 72) does not equal total denials because
some claimants were denied because of more than one reason. Since both types of letters were printed, thc
claimant appears in both rows. :
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The PTS generated a weekly mailing of letters reminding claimants who believed
themselves to be eligible to submit Bonus Vouchers. At most, a single reminder was
mailed to any one claimant. These letters were sent to any claimant who had submitted
a valid Notice of Hire, had gone four months without filing for UI benefits, and had not
submitted a Voucher. Such letters (Form F5a in Appendix A) were sent to 564
claimants, 482 of whom submitted Vouchers (which they may have eventually done

without the letter to remind them), and 419 received bonus payments.
3.3  Assignment to Treatments
3.3.1 Procedures for Assigning Bonus Offers and Reemployment Deadlines

A bonus amount and reemployment deadline were established for each claimant
assigned to the experiment, based upon the claimant’s assigned treatment and UI
entitlement (see Chapter 2, Sections 2 and 3). The bonus amount and reemployment
deadline were printed on fhat claimant’s Greenbar Monetary Determination. Among
other things, the Greenbar provided the following information: Weekly Benefit Amount, |
Maximum Benefits Payable (MBP), Benefit Year Start (BYS), and quarterly earnmgs in
the base year upon which the WBA and MBP had been calculated.

During the process of reviewing an initial claim for Ul benefits, errors may have
been discovered on the Greenbar based on information provided by the claimant. After
any modification of the conditions of the claim based on verifiable information provided
by the claimant, a new Greenbar was printed and the application keyed into the BAS
data system. This last Greenbar presented information that matched the claim
information regarding things like the Benefit Year Start date, the Maximum Benefits
Payable, and the Weekly Benefit Amount. For WREB claimants, this information was
also used to compute the bonus amount and reemployment deadline printed on the

Greenbar. Once the Greenbar was printed and initial claim keyed, the bonus amount
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and reemployment deadline were permanently established. If another Greenbar was

printed after that date, the bonus information did not appear on it.
3.3.2 Differences Between Design and Effective Reemployment Deadlines

" The reemployment deadline is the date by which full time employment had to be
started for the claimant to be eligible for the bonus. In theory, the time elapsed frofn )
filing the UI claim to the reemployment deadline was the length of time available to
search for full-time employment, and this was specified in the experimental design to be
a fixed proportion of the entitlement period (see Chapter 2, Section 2.2). However, the
procedure adopted for setting the reemployment deadline introduced some unintended
deviation from the design concept. This led to a change in the procedure for _calculvating

the réemployment deadline partway through the experiment.

To determine the reemployment deadline, there were three dates of importance:
(1) the Effective Date of Claim (EDC),“ which is the Sunday of the week that the benefit
year starts; (2) the Printing Date, which is the date that the claimant files for benefits,
and (3) the Initial Claim Process Date, which is the day on which the applicationis =~

keyed into the computer system.

‘During the pilot study and for the first two months of the regular experinient,-the
EDC was used as the start date of the qualification period. However, this. created a'
problem because of "backdating." A claim has been backdated if the EDC is set at a
date prior to the Sunday of the week in which the claim was filed. If a claim was
backdated, the beginning of the quamcation period was also backdated, with the result
that the available searchutifne was shortenéd to less: than the experimentally designed |
length. Indeed, under this prb’cedure it was even possible for a reemployment deadline
on a backdated»_claim,t_o pj'eégde the Greenbar Printing Date, i.e., a negative

qualification period was possible.
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The procedure was changed during the week which started on May 9, 1988.
Beginning that week, the Sunday before the Greenbar Printing Date was used as the
starting date of the qualification period. This change was made so that the qualification
period would have the same length for all claimants with the same entifled duration of
benefits at filing. We believed that it was more important to assure this equality than to
maintain the fixity of the ratio between the qualification period length and the number
of weeks of compensation remaining after the Greenbar Printing Date.® Ex post the
impact of the qualification period can be examined econometrically using a variety
relative measures, but if a claimant is offered a bonus with a nonexistent or negative

search period, no impact analysis is possible.

Table 3-3 shows the number of weeks between the EDC and the Initial Claim
Process Date. Twenty-seven percent of treatment-assigned claimants and 29 percent of
control-assigned claimants had at least one week difference between their EDC and
Process Date.. Most of these, about 85 percent for both control and experimental
claimants, had differences of exactly one week. The majority were cases in which claims
submitted on Friday were processed the following Monday. Even though the EDC is a
week prior to the Process Date, this did not represent true backdating, nor )would it
indicate a search period for the bonus less than the designed length.”® Thus, only 4
percent of both control- and treatment-assigned claimants truly backdated their claims,
thereby creating a difference between the qualification period intended in the

experimental design and their actual available search time.

® If a claimant backdates a claim, he/she may enjoy the same entitled duration of benefits at filing as
someone-who does not backdate his/her claim, but if the backdate is for more than one week (the length of
the waiting period), the remaining compensable period is shorter for the claimant who backdated.

'% There were several ways in which the EDC could differ from the Process Date. Although most
applications are keyed into the computer system in the JSC during the week the claimant files their claim, it
was not uncommon for a claim submitted late on Friday to be processed on the following Monday.
However, this would not affect search time, since both the filing date and the EDC would be the Sunday
prior to the filing date. These are not equivalent to backdated claims, since the EDC is not backdated.
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Weeks ‘Bé'twéen Effective Date of Claim
and Initial Claim Process Date

Table 3-3

‘Control Group Members )
Enrolled Enrolled
Total ‘before . after
Weeks. Claimants 05/09 05/09/88
0 2,159 444 1,715
1 764 1037 661
2 89 8 8
3. 21 5 16
4 5 0 5
5 4 1 3
6 2 0 2
10 1 1 0
13 2 1 1
14 1 -9 -1
Totals ' 3,048 563 2,485
Average time (Weeks) 0.36 029 038
Share 1 week or more 0.29 0.21 030
Treatment Group Members _
0 9,004 1,854 7,150
1. 2,865 379 2,486
2 329 28 301
3 96 12 84
4 34 4 30.
5 15 1 14
6 6 1 6
7 2 0 2
8 1 0 1
9 2 0 2
10 3 0 1
13 . 1 0 3
15 1 0 1
16. 1 1 <0
17 1 -0 1
18 1 0 1
2 1 _0 1.
Totals 12,363 2,280 10,083
Average time (Weeks) 034 02 037
027 ~029

Share 1 week or more

0.19
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According to data in Table 3-3, prior to May 9, 1988 there were 2.5 percent of
control claimants who had differences between their ~Initiél' Clairii vProce:ss Date and
EDC of two weeks or more. In the same period, only 1.8 percent of treatment-assigned
claimants had such a difference. Although this difference could have been
experimentally caused, since experimental subjects seeking a bonus are disadvantaged by
backdating a claim, the difference between these two proportions was not statistically
significant. (See Appendix B for further analyses of backdating.) Therefore, even
though the proportion of backdated claims increased after May 9, 1988, there is no
reason to be concerned about the change in the procedure, since backdating the
qualification start date did not have a significant effect on behavior, and the proportion

of claimants involved was extremely small.

3.3.3 Differences Between Design and Effective Ratios of Bonus Offer to Weekly
Benefit Amount

The bonus level is fixed in terms of the claimant’s WBA at the time the
application is filed. For a small number of claimants, the WBA changed because the
base year earnings may not have been accurate or complete at the time of filing. For
instance, so-called "stranger wages," i.e., wages that have been incorrectly assigned to the
claimant, may be subtracted, or other earnings may be added, such as state and local
government earnings, wages from another state, federal or military earnings, or wages

that have not been appropriately credited to the claimant’s account.

The decision was made not to have these additional wages affect the bonus offer
because of the strong desire to be able to present potential participants with a fixed
bonus offer at the time of the initial interview. It was felt that the ihability to offer a
fixed dollar bonus at the time of filing would weaken the claimant’s response to the
experiinent. For those claimants whose WBA changed after the filing date, the ratio of
the value of the bonus to their WBA would not be the same as that intended in the

experimental design (see Chapter 2, Section 2.1).
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Table 3-4 shows the distribution of bonuses as muitiples of the final WBA for all
assigned claimants. Over 95 percent of the bonuses were exactly the intended multiple
of the WBA, and most of the remainder deviated to only a small degree. As a result,
the mean values in each of the treatment cells deviated from the intended multiples only
in the second decimal, and the variance was negligible. Thus, there was little or no
distortion in the outcome as a result of using initial as against final WBAs to determine

bonus multipliers. (This issue is discussed further in Appendix C.)
3.4  Training Program for Agency Personnel

The next section describes the training program and materials used to train those
JSC staff who were responsible for carrying out the enrollment process. Emphasis in this
section is on the efforts made to assure that the experimental design was correctly

implemented in each of the JSC offices.
'3.4.1 Train-the-Trainer

| The trainiﬁg program, designed 'by the staff of the Upjohn Institute and WSESD,
was conducted in two stages. The first stage was a day-long train-the-trainer »sessibn,_ and
the second a three-hour session fof the trainers to train the JSC staff members who
would have contact with potential.enrollees. Each office manager designatéd two
trainers: one, called the JSC WREB Coordinator, would have responsibility in the JSC

for supervising enrollment into WREB; the other would serve as a backup.

Upjohn Institute staff members and the WSESD WREB Project Coordinator
conducted the'train-thé~traincr sessivons. ‘.-"I"hese sessions were conductéd three times,
once in eastern Washington and twice in western Washington. Each of the three
sessions was attended by representatives from a different group of seven of the twenty-
one JSCs involved in WREB.
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~ Table 3-4

Distribution of Claimants by Ratio of Bonus Offer to WBA

Bonus multiple

<15

1.5 through 1.9
20

2.1 through 2.5
> 25

Total claimants
Average multiple

Bonus multiple

<30

3.0 through 34
3.5 through 39
4.0

4.1 through 4.5
> 45

Total claimants
Average multiple

Bonus multiple .

<50

5.0 through 5.4
5.5 through 5.9
6.0

6.1 through 6.5
> 6.5

Total claimants
Average multiple

Claimants in
treatment group 1
29

67

2,118

9

4

2227

20

Claimants in

treatment group 2

28
7

44
2,240
10

3
2,342
40

Claimants in

treatment group 3.

18

9
19
1,532

s

7

1,590
6.0
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Claimants in
treatment group 4

21
52
2,260
10
10

2,353
20

Claimants in
treatment group 5

26
16
30
2,243
5

14

~ 2,334
4.0

Claimants in
treatment group 6

28
11

18
1,450
4

6

1,517
6.0




Figure 3.6 shows the timing of each step in the train-the-trainer session. After
introductions, a half hdu_r was spent providing an overview of the experiment, describing
its purpose and origins, how the sites were selected, and how the program was being
administered by thé_state. "The next 45 minutes were spent describing the necessary
WREB lbcal'office procedures. Particular .atténtion was paid to printing the Greenbar
and to the bonus information that would appear on it. for randomly selected clients. An
example of hdw the bonus amount and reemployment deadline would appear on the
Greenbar was reviewed. - The WREB interview was then desctibed, with attention paid
to the need for staff members in all JSCs to present the méte:rial to the claimant in the
same manner--ad libbingrwas to be discburaged. The 6rgani2'ation of the interview was
then discussed, with emphasis on Vthef differchc’es in the procedures to be followed for
conductihg individual interviews; grdup interviews and mass applications. Two other
items covered in this part of the trainihg session were the office logs and the
responsibility of the JSC WREB Coordinator (the title given to the JSC office staff
member assigned responsibility for WREB). |

The next step, lasﬁng almost two hours, was a detailed description of the
enrollment interview, induding desériptions and review of each piece of material to be
used, namely the Desk Aid!, the Information Sheet, and the Notice of Hire form. The
exact scenarios to be used by the interviewers for different claimant situations were
described. In the training sessions, a variety of pbsSible questions that claimants might
ask were reviewed. The trainers were told to be sure that the interviewers read the
Information Sheet to the claimant so that we could be sure that, all claimants heard the

same information.

The afternoon session covered the training program that trainers were to conduct

for interviewers (claimstakers). This session included discussion of the claimant flow

" The Desk Aid provided a check-off list for the interviewer (see Figure 3.5) to bcbsure that all
interviewers covered exactly the same material. ’
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WREB TRAIN-THE-TRAINER AGENDA

8:00 Introduction

a. Visitors
b. Demonstration Team
c. JSC Staffs

8:15 Overview of the Demonstration

Purpose (how it came about)

Design Overview (Flow chart from Design)
Program Administration

Selection of Sites

Time Line

Question and Answer Period

oo op

8:45 WREB Local Office Procedures (Local Office Flow Chart)
a. Use of the Greenbar Monetary Determmatlon
Scenario for Individual Interviews
Scenario for Mass Application Interviews

b

C. , :
d. Roles of JSC WREB Coordinator and Claimstakers

e

The Office Log
9:30 Coffee Break

9:45 Enrollment Interview

The Desk Aid

The Information Sheet

Q & A for Information Sheet
The Notice of Hire

Q & A for Notice of Hire
Supplementary Q & A

me e o

12:00 Break for Lunch
1.:15 Review Local Office and Enrollment Procedures

1:45 Training Claimstakers
a. The Training Program
b. Scheduling the Training
c. Interactive Training--Use of Q & A’s, Role-Playing
d. Questions to Refer to JSC WREB Coordinator

2:45 Coffee Break

3:00 Demonstration and Role Playing of WREB Interview
a. Individual Interview
b. Mass Application

4:00 - Adjourn
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chart, Greenbar printing, the interview, the quiz, the practice interviews, and the log.

The practice interview was conducted as a simulation of ‘an actual interview in which the 4

trainees were split .into groups of three, with one taking the part of a claimant, one'a’ :
claimstaker, and the third acting as an observer. The “claimant” was assigned one of five
situations. - At the end of the mock interview, the observers from each group of three

reported on the interview, and suggestions were made for irprovement in procedures.

After a coffee break, a written multiple choice quiz was administered to ascertain

the degree of understanding on the part of the: train-the-trainer session participants. - This =
was followed by a general discussion about how each JSC planned to implement '
procedures for conducting WREB interviews, recognizing that these procedures had to fit" -
into the regular work program of the office. '(See Section 3.2.1.2 above for a discussion”

of the interview options.).
3.4.2 Claimstaker Training

These sessions were conducted in each of the JSCs by the newly trained trainers,
with an Upjohn, WSESD, or USDOL staff person present as observer and resource. The
sessions were abbreviated versions of the train-the-trainer sessions. They started with the
overview of WREB, which had been prepared in a two-page written handout. This was

followed by a discussion of local office procedure and how it would be affected by~

WREB. Emphasis was placed on the printing of the Greenbar, and its importance in the'
process. Particular attention was paid to the fact that once the initial claim was keyed,":
the bonus amount and the reemployment deadline were set and unchangeable, the bonus -
offer was assumed to have been made, and the claimant’s qualification period started. *
Therefore, claimstakers were carefully trained to be sure that the last Greenbar printed **

was the same as the claim reflected on the Greenbar given to the claimant2 =

2 Office managers appreciated tl'us part of the WREB mstructlon, since it did no more than' rcmforcc A
correct office procedure L _ e R
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Most of the training session was spent carefully delineating the enrollment .
interviéw, going over each of the information pieces that would be handled in the local
office; i.e., ihe Desk Aid, the Information Sheet, and the Notice of Hire form. Their use
was rcviewed,thrdugh a set of questions and answers. Last, the class was divided into

groups of three for the simulated interviews.

JSC supervisors were unanimous in expressing the sentiment that among all the
training sessions given for special programs implemented in the local offices, the WREB
training was 'the most thorough.  On site monitoring later confirmed that we were .
generally successful in establishing procedures and designing an interview that could be
conducted consistently throughout the system. The follow-up survey provides some

information on our success in imparting information to the claimants.®
3.5  Time Sequence of Events

The field phase of the experimen’t began with a pilot study conducted in Yakima,
Washington, the purpose of which was to test the use of BAS for random selection and
Greenbar printing, the trammg procedures and the claimant selection and enrollment
procedures. Training of Yakima JSC staff respon51ble for conducting the experiment was
carried out at the end of January 1988. The pilot became operational in the first week
of February and was the only site in operation until it was joined, by the first group of
seven sites in the second week of March. The remainder of the 21 operational sites
came on line in two batches, with all Sites operational starting the last week in March
1988. Enrollment continued through November 23, 1988, the day before Thanksgiving,
at which time em'ollment ceased simultaneously at all sites. Therefore, not counting

Yakima, sites operated from 35 to 37 weeks, depending upon their start dates. Appendix '

D is The WREB Enroliment Monitoring Simulation Model, a report on the model:

' For example, in Chapter 8 we report that among the 439 claimants who responded to the follow-up
survey and returned to work, which would qualify them fot the bonus, only 5 claimants said thcy failed to
submit a Notice of Hire bccause they did not understand the instructions.
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developed to determine the date at whlch enrollment should stop so that the bonus |
budget would be just exhausted and the largest affordable s.ample would result
(Spiegelman and O’Leaty 1988a) ' :

3.6  Monitoring Experimental Operations
3.6.1 Monitoring Claimant Flow

Information on the propomon of claimants who passed frorn one stage to another
in the process was critical for determlmng the hkely bonus cost of the expenment and
calling attention to possible procedural problems in specxﬁc local offices This section
discusses how the aggregate flows were monitored to assure that the expenment would
be terminated at the right time to maximize the likelihood of exhausting, but not
overrunning, the $1.2 million bonus budget, and how the client flows through each office
were monitored to detect deviations in the actual parameters from the ex ant_e

expectations which might be indicative of problems.

The Oracle-based PTS system produced reports using data downloaded from BASv -
on a weekly basis and information key entered at the central office that pernntted the
close monitoring of the flow of claimants through the program. The momtonng was
carried out smultaneously by state, federal and Upjohn Institute staff members usmg '

these and other instruments.

The Institute desi'gned a monitoring instrument that would nernﬁt the céntral
office staff to evaluate operations at each of the 21 local offices, and would also provide
data to permit a perio'dic (Weekly) estit’na’te of expected total bonus cost as a basis for o
altering the enrollment rate or the experimental 'end‘idate The WREB Enrollment
Monitoring Simulation Model presented as Appendix D describes the model and data

used to monitor the program
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The simulation model was based on four quantities, defined for each JSC, by
week: . o

1 The inflow of new claims that are monetarily valid at time of filing (the

basic data for estimating number of eligible claimants enrolled in treatments),

2. The dollar value of the average bonus offer,

3. The proportion of WREB-assigned claifnants who become reemployed in

the ith week after filing an initial claim, and |

4, The proportion of WREB assigned claimants whose reemployment

. deadline will occur in the ith week.

A prediction was incorporated into the experimental design document that led us
to anticipate enrolling claimants in the 21 JSCs for 32 to‘33 weeks, based upon an
estimated claims load of 89,797 new Washington claims, assignment of 13,827 monetarily
eligible claimants to the six treatments, and payment of 2,162 bonuses with an average
value of $575 (Spiegelman and O’Leary 1988b). (See Chapter 2, Section 3.2.4.)

Initial claims flow was somewhat below expectations, on average 5.4 percent by
the 37th week, with wide divergence across JSCs. »For instance, the flow rate in Rainier
was 35 percent above the results of the simulation model, due to a poor central city
economy, whereas in Renton, a close heighbor, the flow of claims was 20 percent below
expectations. Our model also overpredicted eligible claimants rather uniformly. The
model anticipated that 85.8 percent of claims would be valid at filing, i.e., have no stops
or nonmonetary issues preventing payment of benefits, whereas the results were that only
78.5 percent were eligible. More disconcerting is the fact that on the average 5.3 percent
fewer claimants were assigned to a treatment, given they had monetarily valid initial
claims. This discrepancy was quite large in some JSCs: ‘Bellingham,‘ Cowlitz County,
Lynnwood, Moses Lake, Olympia, and Renton had discrepancies that exceeded 2
standard errors from the expected values. Since assignrvnent‘was ‘bas’ed' on the BAS data
on the WSESD mainframe, enrollment errors could not be attribhted to error in the

local JSC; and they remain unexplained.
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_ In'a sample weekly enrollment momtormg report, Appendix D shows the
. relatxonshrp between the baseline expected and the updated estimate of Notices of Hire
~ filed. leferences.here could either mollify or exacerbate differences in the enrollment
rate. Since NOHs flow into the office over a period of time after the date the claimant
becomes reemployed, there is no precise date at which all NOHs for a given enrollment
period might be expected to have been submitted." Appendix D shows the number of
NOHs exPected as of the most recent week. It is reasonable to assume that many valid
- NOH:s were yet to be filed. An examination of the data indicated that truncating
_qualification dates by dropping the most recent seven weeks prior to the current date
permitted eno_u'g_h‘ time so that almost all NOHs that would be filed were filed. Using
that rule of thumb, the week of 12/31 /88 was chosen. By that qualification deadline,
1,997 NOHs had been received, 92 percent of the number expected. The expected
number»'was. baseduporl an estimete_ of the proportion of eligible UI claimants who.
would obtain full~time:employment (about 40 percent based on historical data) and an
estimate of how many of these would submit NOHs and not have returned to their
previous job or been placed through a union hiring hall. We predicted that about 50
percent would 50 qualify, implying that 20 percent of eligible claimants should submit
Notices of Hire. As indicated in Appendix D, about 18.4 percent of eligibles ultimately
submitted valid NOHs. |

Most of the parameters of the system were fairly stable over time, with one
important exception.. The rate of filing valid NOHs varied considerably from week to
week. A final run of the data, including all submitted NOHs, displayed the pattern
shown in Figﬁre 3.7. A time series regression indicated that not only was there a large
variance, but there was also a systematic decline in the rate of filing NOHs over time.
The following regression equatierlfWas estimated: -

NOH filing rate = .1885 - '.0013*(weeks since program start).

* Indeed some claimants mxsunderstood the intended procedure and mailed in their NOH only after four
months of continuous reemployment, thinking this was the way to claim a bonus.
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Figure 3.7 —— Valid NOH flllng rate

By Oracle lbad—date
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The time variable had a ¢-statistic of 4.11, Which is highly significant, clearly indicating
that the NOH filing rate declined w1tht1me Thus, the regression indicated that the
valid filing rate fell from a regreséion prédiéted;rate of .188 for claimants enrolled in the
first week of the program to .139 for those enrolled in the final week. There was no
obvious deterioration in the enrollment process, in that there was no deterioration in the
ratio of enrolles to eligibles or other indication of performance lapses. Seasonal
employment patterns in agriculture did not account for this effect, which left us with no

satisfactory explanation for this decline.

The next step1 was to estirvna-te the number of bonuses that would be paid. As
shown in Tablev'3-2,? 1,816 bonuses were ultimately 'paid. This amounted to 80.5 percent
of the number of clairhants who‘h‘;a'd submitted valid NOHs. The predictioh model had
used .85 as the proportion of NOHs that would convert into paid bonuses. To predict
the final bonus cost, the .805 rate of conversion of NOHs to bonus payments shown in

Table 3-5 was used to predict the final bonus cost.

The final input to the estimation process is the average value of the bonus. Table”
3-6 shows that the average bonus offer of $567 did not differ significantly from the $573
used in the base line simulation. However, the ixﬁportant variéble is not the value of the
bonus offer but the value of bonuses collected, and that proved to be quite different.
The average value of bonuses offered for those submitting NOHs was $643 (Table 3-7),
while the avérage value of bonuses paid was even higher, $653. Initially, the NOH value
was used for projecting cost. Later, we switched to the more conservative approach of
using the higher bonus value (the final actual value appears to be somewhere between

the two).

The forecast simulation plugged in modified values for all of the relevant
variables and predicted the enrollment period just necessary to exhaust the budget (see
Appendix D). In the simulation shown in A’ppendix D, the model predicted enrollment
for 39 to 40 weeks. Substitutixixg the bonus value for the NOH value for the estimate of
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Table 3-5

Bonus Voucher and Payment Observations

4-month Will deny
period Vouchers missing B

Site JSC elapsed received vouchers
Aberdeen 630 29 23 5
Auburn 310 190 162 ; 19
Bellevue 390 234 207 23
Bellingham 540 58 53 5
Bremerton 550 48 40 ]
Cowlitz Cnty 650 38 30 7
Everett 380 " 130 113 13
Lewis Cnty F 620 . 25 21 : 4
Lynnwood A 350 116 107 7
Moses Lake 840 - 38 33 5
- Mt. Vernon 560 60 53 7
North Seattle 360 217 190 ' 15
Olympia 610 71 57 10
Rainier ‘ ~ 370 315 272 27
Renton , 330 , 130 112 13
Spokane 810 195 - 174 10
Sunnyside 940 47 32 14
Tri-Cities . : 950 48 43 ) 3
Walla Walla 960 23 20 2

Wenatchee 870 83 72 10
Yakima , 920 113 92 19
Totals ‘ 2208 1906 226
Pilot 47 40 5
Total 2255 1946 231

Note: The column entitled, "Willdeny missing vouchers,” means that the claimants would have been denied the bo
voucher, because benefits were drawn after their qualification- deadline.
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- 630

310
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550
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620
- 350
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Table 3-6

WREB Program Data on Actual and 'Exﬁécie(d Bonus Amounts
Cumulative Data through 37th Observed Week

Actual

592.83 -
58595

646.02

56368
54462

612.96

61201 -

597.49
626.05
503.29

57695 -
612.11

581.43
561.29
61638

526.20

448.00
534.09
458.68
489.53
485.55
567.49

Expectcd ‘

626.57

' 58391 -
64278

558.46
545.65
614.54
58235
57732

- 609:36
512.62
580.83
625.46
576.80
'568.98
620.77
543.18
45131
546.25

. 481.64
53125
483.28

- 572.88

Excluding Yakima Pilot Datd

Percent
Difference
-54

03

0.5
09

Difference

3374

02

03
51
35

- 2.7

-18
-0.7
21

038
-14
-0.7
3.1
0.7

. _2'.2 . \_

-4.8
-19
0.5

-09

70

. 204

324

522

-1.03
-1.58
29.66
20.17

16.69

933

-3.88.

-13.35
4.63
-7.69
-4.39
-16.98
-331
-12.16
-22.96
-41.72

2271

-539

_ Sigma

3305

3250

326.2
3195
325.6
349.1
3363
33712

3342
2969 . .
3296
3210

321.0
3110
313.2

3074 -

267.0
308.2
2743
2818

2714

3187

Dif/Sigma

0.1
© 00
0.0

00
00

-0.0

0.1, .

01

.00

00
00
-0.0
00

09

-0.0

01

00
0.0
0.1
0.1
- 0.0

-0.0

. Site
Aberdeen

. Auburn:

Bellevue
Bellingham
Bremerton
Cowlitz Cnty

‘Everett

Lewis Cnty
Lynnwood
Moses Lake
Mt. Vernon
North Seattle
Olympia

‘Rainier

Renton

-Spokane

Sunnyside
Tri-Cities .-
Walla Walla
Wenatchee -
Yakima

. Average

Values

“Qverall Value



Site

Aberdeen
Auburn
Bellevue
Bellingham
Bremerton
Cowlitz Cnty
Everett
Lewis Cnty
Lynnwood
Moses Lake

Mt. Vernon -

North Seattle
Olympia-
Rainier
Renton -
Spokane
Sunnyside
Tri-Cities

Walla Walla

Wenatchee
Yakima

Totals
Pilot

Totals

Table 3-7

Number of Bonus Payments by Treatment Group, by JSC
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328
10

338

Total
bonuses
paid

20

156

197

53

38

27
105
21:

102
29
45

180

55
258
104
164

31

38
18
66
73

- 1,780
- 36

1816

Total
dollars
paid
9,902

- 101,626

138,992
30,708
24,292
18,052
73,234
14,632
68,822
19,244
32,022

126,178
35,106

167,566
73,662
97,716
19,314
25,152

8,476
37,080
42,046

1,163,822
22,222

1,186,044

Average
bonus
cost

495.10
651.45
705.54
579.40
639.26
668.59
69747
696.76
674.73
663.59
711.60
700.99
638.29
649.48
708.29
595.83
623.03
661.89
470.89
561.82
57597

653.83
617.28

653.11




the value of bonuses to be paid reduced the predicted enrollment period further to 38
from 39 weeks. In fact, enrollment was stopped after week 37 to assure that the budget

would not be exceeded.’
3.62 Site Monitoring

vDuringfthe enrol_lment_ period, each of the 21 sites was visited at least twice by |
staff m'embers of the WSESD, the Upjohn Institute, orthe U.sS. 'Depa'r’tment of Labor,
for a minimum of six on-site v151ts per JSC. In addition, momtonng of sites was done via
weekly reports and peI'lOdlC telephone commumcatlon with each JSC. The main
purposes of field momtormg were to detect errors in enrollment and errors in
administering the enrollment interview. As noted above, a pattern of underenrollment
was detected in some JSCs Only a few cases of failure to: administer enrollment }_
mtemews were detected in all instances.these errors were 1mmediately corrected. Ina
few offices where estabhshed procedure had caused interviews to be missed changes in

procedure were developed during on site monltormg to ehminate the problem.

For the purpose of on-site monitoring, a monitoring instrument was devised that
permitted consistent information to be collected on all sites. There were specific
questions on the procednres for WREB interviewing, general questions as to the attitude
of the staff toward the proiect and questions allowmg the monitor to rate the staff and
facilities in terms of WREB procedures. These instruments were used during on-snte
monitoring, and were reviewed for evidence of problems, they have not been
systernatlcally evaluated, but a casual review 1nd1cated no persistent deviations from
de51gned procedures By the end of treatment enrollment treatment assrgnment rates in

all JSCs converged on the designed proportlon

'S An even more conservative model run by USDOL indicated that the enrollment should stop even
sooner.
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CHAPTER 4
THE WREB EVALUATION DATA BASE

The data base for evaluating the Washington Reemployinent Bonus (WREB)
experiment was assembled using information from three types of sources: (1)
administrative records and research data maintained by the Washington State |
Employment Security Department (WSESD), (2) records of information spééiﬁc to the
WREB experiment which was provided to and reéeiVed from treatmént-assigned
claimants, and (3) responses to the WREB follow-up survey. These sources involved a
variety of specific data files or systems. Data from the WSESD administrative records
came mainly from a system called Benefits Automated Sys_tém'(BA'S-), which includes a
file called Benefit History and is interfaced with files called TAXIS (Tax Information
System), WAGE, and JOBNET (the employment:Service job-matching data base). Other
data came from the Labor Market and Economic Ahalysis Branch of the WSESD. Much
of the information specific to WREB was recorded in BAS at the same time it was
provided to claimants; other WR‘EB information on claimants was recorded directly at
the central office in the Participant Tracking System (PTS) as forms were sent to or
received from treatment-assigned claimants. To conduct the WREB follow-up survey,
initial applications for unemployment insurance (UI) benefits from the claimants |
randomly selected for interview were retrieved from WSESD archives and used to
recover information about the previous employer. Responses to the interview were the

last source of information for the evaluation.

Other corollary systems provided information for the expérimem: that was not
directly used for the evaluation. To guarantee datga integrity, a manual audit system
based on office logs of interviews was maintained to ensure that WREB interviews were
held with all treatment-assigned claimants (see Section 3.2.1.2). During the design and

implementation phases of WREB, the Continuous Wage and Benefit History (CWBH)
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data were used to select sites and determine enrollment rates.! A concise review of all
the data sources, the information collected, and the systems used is provided below,

following a chronological description of the events that resulted in the data base.
4.1  Chronological Development of the WREB Evaluation Data Base

~ In August 1987, representatives from WSESD, the U.S. Department of. Labor
(USDOL), and the WE. Upjohnlnstitutevfor Employment Research (Upjohn) met in
Olympia, Washington to discuss the data elements to be included in the weekly extract
and update files downloaded from the WSESD mainframe computer to the personal
computer-based WREB partlcxpant tracking system in the WREB central office in

Olympia.

In November 1987, representatives from WSESD, USDOL, and Upjohn attended -
a seminar in Bethesda, Maryland to. learn the Oracle Relational Data Base Management
System (RDBMS) which was the software chosen by USDOL to run the PTS. 2 To
provide timely monitoring and prehmmary. evaluation information, identical copies of the
PTS were maintained by all three parties.’> Between November 1987 and February |
1988, a personal computer (PC) equipped with a 80386 microprocessor was acquiréd by

each of the three parties, and the PTS was developed as an Oracle application designed

' WSESD has maintained the CWBH data set, which is a 10 percent random sample of UI claimants, for - .
over 10 years.

2 Representatives. from the Pennsylvama Employmcnt Sccunty Department and Mathematica Policy
Research, Inc. who were involved in the Pennsylvania Reemployment Bonus (PRB) experiment were also in
attendance, since they were to use the same software in the PRB experiment.

3 All three parties--WSESD, USDOL, and Upjohn-rcccxved the exact same information throughout the
term of the experiment. WSESD regularly mailed copies of the weekly extract and update files on computer
cassette tape to USDOL and Upjohn.
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to run on these machines.* The PC in the WREB central office in Olympia was
equipped with telecommunications equipment, which allowed the PTS to accept weekly
downloads from the WSESD mainframe of extract and update records on WREB
treatment and control claimants. After the WREB pilot began in February 1983, weekly
downloads to the central office continued through January 1990--a date after the benefit
year of the last person made a WREB offer had expired. Weekly data base management
tasks performed by the WREB central offiée are documented in Section. 3.1 of this

report.

Three special data tapes were prepared by the WSESD Information Services
department from administrative and research records. One was delivered in April 1989
and the last two were delivered in April 1990. These tapes constituted the main data for
the WREB evaluation. They included information on everything from individual benefit
payments and payment stops to local labor market data. Information provided on these

tapes confirmed the PTS to be a virtually error-free data system.

In June 1989, a pre-test of the WREB follow-up survey written by Upjohn was
conducted at the Social and Economic Sciences Research Center (SESRC) at
Washington State University in Pullman, Washington. In October 1989, the U.S. Office
of Management and Budget. gave final approval to the WREB follow-up survey. In
November 1989, survey work began, with the last completed interview conducted in May
1990. SESRC released the survey data in August 1990.

42  Administrative Records and Research Data

The BAS is the main data base used by claimstakers at WSESD Job Service

Centers (JSCs) when processing claims; it is also the principal source of information for

* Modifications to the PTS on the PC in the WREB central office in Olympia were occasionally done by -
the USDOL from Washington, DC during the course of the expenment This was possible because the PC
in the central office had software that allowed remote access.
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the WREB evaluation. Through BAS, claimstakers may access the recent quarterly wage
earnings history of a-claimant on-line while the claimant waits. It is possible for.
claimstakers to update the quarterly earnings history interactively; that is, claimstakers
may add wages for which a claimant provides documentation or delete "stranger”" wages
which appear erroneously on a claimant’s record. As mentioned above, BAS includes
the Benefit History file and is interfaced with the TAXIS, WAGE, and JOBNET files.

The Benefit History file includes a record of UI payments and payment stop :
codes for each claimant. The TAXIS file records the Standard Industrial Classification
(SIC) code, employer tax number, and name and address of every firm employing -
workers covered by UL. The WAGE file accumulates up to 14 ‘quarters of information
from employer wage reports on employees’ earnings and hours in Ul-covered '
employment. JOBNET is.a computerized system of statewide data on unemployed
persons seeking jobs and employers looking to-hire workers; it includes information on -
Employment Service (ES) registration, . referrals to jobs, job placements, referrals to

training, and job vacancies.

Within the WSESD  there is a research division called the Labor Market and
Economic Analysis (LMEA) Branch. The aim of this group is to provide information to
support public-and private activities that expand employment and reduce unemployment.
LMEA provided monthly data for the WREB project on employment and unemployment
by county and industry. LMEA also provided some special monthly data that identified
industries believed to be declining in each county. This data was used to examine
regional differences in treatment impact. An attempt was also made to use LMEA data

in the analysis of dislocated workers.

Every week, extract and update files from BAS were downloaded from the
WSESD mainframe computer to the WREB PC-based PTS in the central office. The
extract file included information for claimants newly added to the data base in the most

recent program week, and new records for previously enrolled claimants for whom a
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monetary redetermination was done. The update file included new information for each
claimant already in the data base. These files contained information on: (1) claimant
demographic characteristics such as age, gender, eéducation, and ethnicity; (2) claimant
Ul eligibility characteristics such as base period earnings, base period hours, the weekly

benefit amount (WBA), entitled duration of benefits, the new balance available, the most

recent week for which the claimant collected UI benefits, and payment stop information;
and (3) claimant WREB characteristics such as treatment or control group assignment,

reemployment deadline, and the dollar bonus offer.

Three special data tapes were prepared by the WSESD Information Services
department, which included data from the BAS Benefit History file, the TAXIS and
WAGE files, the JOBNET system, and LMEA summaries. The first tape relied on the
WAGE file and was provided in April 1989. It inciuded information on earnings, hours,
and employers in the first quarter of 1985 (8501) through the fourth quarter of 1988
(8804). In April 1990, after all claimants studied in WREB had completed their benefit
years, a supplementary tape that provided similar WAGE file information for 8901
through 8904 was delivered.® The third tape, which was also delivered in April 1990,
provided data from the BAS Benefit History file, the TAXIS file, the JOBNET system,
and LMEA data. This tape supplied claimant records organized as a 52-week panel, for

net UI payments (used to define spells and measure actual compensation), nonmonetary

eligibility status during each week (presence of separation and/or indefinite stops
preventing UI payment, used to define the analytic sample), and Employment Service

activity (number of job referrals, placements, and referrals to training).®

* The quarterly data on earnings, hours, and employer provided the basis for evaluating the experiment’s
impact on earnings, worker attachment to an employer, and worker dislocation.

® To check the data used to operate WREB, we compared the weekly data provided in April 1990 with
that recorded in the PTS and found the latter to be virtually error-free.
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43  WREB Specific Records

To perform the automated random a551gnment process summanzed in Sectlon
32.1. 1, 'Cobol computer code was added onto the Greenbar Monetary Detenmnauon '
pnntmg algonthm in BAS' ‘which resulted in the dollar bonus amount and the
reemployment deadlme appearmg on the Greenbar. This information, along w1th the

treatment number was passed in the weekly download from BAS to the PTS h o

‘ After data had been downloaded, the WREB central office staff used the }PTS to
administer:the( experiment and print letters to communicate with treatment assigned
claimants. For example, after each weekly data download, the PTS would generat”e"“a'n -
enrollment letter for each new treatment-assigned claimant included in the extract file--
provided there were no indefinite nonmdnetarystops on the claim. If informatien that
an issue had been resolved in favor of the claimant was included in the update file, the
PTS would autdmatieally generate an enrollment letter for that claimant. A variety of
' other letters and inquiries (see Appendix A) was generated by the PTS during the course
of the experlment Inqumes returned by clalmants provided useful data for the'
evaluation. 'An audit trail of every letter and i 1nqu1ry form sent and received by the

WREB central ofﬁce was maintained by the PTS.

Claimants who found employment by their reemployment deadline were told by
JSC staff to mail a Notice of Hire form to the WREB unit in Olympia:.- This form
provided information on the claimant’s \p'rior and ‘most recent jobs, which was directly
key-entered into the PTS at the WREB eentral office. Using the PTS, the WREB
central office staff would verify that the employment date was before the deadline, that
no benefits were drawn following that date, and that the claimant was still eligible for UI
benefits. - De’pending‘ upon this information, the staff would use the PTS to generate an
appropriate letter to affirm or rescind the bonus offer, or in some cases to request

further information from the claimant.
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The Bonus Voucher was another important source of WREB information which
was key entered into the PTS. Claimants who found valid reemployment and submitted
a Notice of Hire were mailed a Bonus Voucher which they could submit for bonus
payment at the end of their four-month reemployment period. At thls point in the data
process, the PTS contained the history of all forms submitted by the claimant to the
WREB unit and all forms which the WREB unit generated for the claimant.
Furthermore, because of the weekly downloads from BAS, the PTS contained the most
recent Ul payment and eligibility information, allowmg the WREB staff to verify that the
claimant had not drawn UI benefits in the reemployment period.” If the employment
was valid, the staff would authorize payment of the bonus. Naturally, this action was

also recorded in the PTS.
44  WREB Follow-up Survey Data

Between November 1989 and May 1990, the Soc1al and Economlc Scxences
Research Center at Washington State University conducted a follow-mp telephone survey
on a randomly selected subsample of unemployment insurance claimants studied in the
WREB demonstration. The survey was designed to solicit information not available for
the evaluation from either the PTS or WSESD records. The survey is the sole source of
information on the effects of the bonus offer on union membership, union hiring hall
placement, the claimant’s: contribution to household income, and reasons for A
nonparticipation. The follow-up survey also provides more precise information about
dislocated workers, return to previous employer, intensity of job search, the use of

various job search methods, reemployment job stability, and self-employment.

In WREB, 17,578 claimants were tracked as either treatment or control subjects.

The criteria for selection into the final sample for analysis were: that the claim must

7 Before authorizing the mailing of bonus checks, the WREB central office staff also verified the validity
of reemployment by contacting employers identified on Bonus Vouchers.
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have been monetarily valid, and that there were no indeﬁnite-nOnmonetary issues on the
claim durmg at least one week i in the qualification penod These- analyuc sample cntenaf
(ASC) were met for 15, 534 of the claimants studied; among these, 12,452 were - _
treatments and 3, 082 were controls SBSRC attempted to contact 3 851 persons who met
the ASC--3, 091 treatments and 760 controls They succeeded in completrng lntervrews
with 1,900 claimants (1,518 treatments and 382 controls) aind faxled to get complete A
interviews with 1,951 (1, 573 treatments and 378 controls) S |

Appendix E provides' a detailed examination.of -sur_vey response'= rates;‘ It compares
the full WREB sample and the survey sample to survey respondents and nonreSpondents '
on exogenous and endogenous characteristics, and i-nvestiga,tes whether the_ treatment
and control groups who responded to the VSu_r’vey differ on observed"and unobserved
characteristics. This latter review includes a report by call attempt.8 Since some
nonresponse bias is detected in the survey results, we review methods for vdealing with
the problem and offer an example representmg the pattern of nonresponse ‘observed in
the WREB Follow-Up Survey We then give the results of applyxng nonresponse bias
adjustments when using the follow-up survey data to estimate treatment lmpacts Finally,
we report the results of usmg the best adjustment methods 1dent1ﬁed to estimate the'
impact of the treatment-on placement of survey respondents by union hiring halls. The
adjustments for survey nonresponse ‘bias do affect parameter estimates so that the
direction of the bias can be identified, but they do not improve the rehabihty of the.

estimates.
4.5  Structure, Limitations, and Use

The final WREB evaluation-"data‘hase is structured as a.collectio'n of five
Statistical Analysis System (SAS) data sets. In each data set, the claimant is the

® SESRC policy for the WREB Follow-Up Survey was to make up to scven telephone call attempts to
complete an interview.
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observatlon, and the prlmary key is the claimant identification number (IDN). The IDN
is a unique ‘identifier whlch can be used’ along with the SAS Merge utlllty to construct
any desired sample for analy51s The five SAS data sets we orgamzed could easily be
collected 1nto a smgle large one, but for manageablhty and because of some conceptual
dlstmctxons we have’ chosen to keep them separate The names, conte: nts, and sources of

the five SAS data sets in the WREB data base are as follows

MAIN - All demographic variables and all variables specific to the bonus
- ~treatment. The data were gathered during the course of the experiment in
the weekly data downloads from BAS to the PTS.

“BENEFITS - Variables for the net Ul payment and any Ul payment stops.
There are 52 variables for each concept which record values for each week
in the beneﬁt year. Data are from the BAS Benefit Hlstory flle

WAGES Earmngs hours, and SIC of main employer There are 16
variables for each concept which record values for each quarter of the
~ benefit year; and for the 12 quarters preceding the quarter in which the
_ benefit year starts. Data are from the WAGE and TAXIS files.

LMEA - Total unemployment rate, insured unemployment rate, and total
employment in the county in which the Job Service Center at which the claimant
filed is located. There are 26 variables for each concept which record values for

- the months October 1987.through November 1989. This file also includes a
binary variable constructed to indicate if a claimant’s most recent job was in an
industry designated as declining in the county where he/she flled for UL. Data
are from LMEA. : ,

SURVEY - Data on variables representing responses to questicns in the
WREB Follow-Up Survey administered by the SESRC.

While the data are rich in many ways, they are deficient in some. We can
thoroughly evaluate treatment impacts on benefit year UI compensation and weeks with
some compensation, but we can neither estimate the long-term effects of the bonus offer

nor accurately measure the treatment impact on return to work.
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If we had information on beneflts drawn in prevnous and subsequent years, we
could broaden the ana1y51s to estimate permanent--and not simply transitory--impacts of
the bonus offer. We may not rehably measure the duration of unemployment or
precxsely 1dent1fy return to work, because we rely on quarterly wage data which provide
only reported earnings in covered employment to identify return to work. Questions
arise with the present data if a clalmant stops drawmg benefits and wages are absent for
the subsequent period. Does this mean unemployment, or does it mean out of the labor
force, employment in a job not covered by UL’ or that an employer failed to report
covered earnings? On top of bt.his, the,follow-up survey, which was intended to fill some

important gaps, suffers from a problem of nonresponse bias (see Appendix E).

In spite of these shortcomings, the;WRE_,B evaluation data base is comprehensive
and fully adequate to perfe‘rm its intended function, which is to conduct the treatment
impact and benefit-cost evaluation of the experiment. The microeconomic data,
including their panel aspects along with the aggregate-State-level data from LMEA,
provide complete information on the behavioral response to the treatment and the-

economic context of the experiment.

® In 1988, approximately 85 percent of all employment in Washington State was covered by UL The
May, 1989 issue of Employment and Earnings (USDOL, BLS) lists average employment as being 2.154
million for 1988. And the 1989 update of Unemployment Insurance Financial Data, ET Handbook No. 394
(USDOL, ETA) reports total covered employment as being 1.835 million for 1988.
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CHAPTER 5

EXPERIMENTAL EFFECTS OF WREB ON Ul BENEFITS
AND UNEMPLOYMENT

This chapter reviews the effects of the experiment on unemployment insurance
(UI) benefits and the duration of insured unemployment for the full sample of claimants
eligible to participate. The total assigned sample included 17,554 claimants, of whom
15,534 were determined to be eligible to participate in the bonus offer program.
Claimants must have satisfied one of the following criteria for inclusion in the final
sample for analysis: (1) the claim must have been monetarily valid at filing and there
were no nonmonetary issues on the claim during at least one week in the qualification
period, or (2) the claim was monetarily valid at filing and no waiting week was ever
claimed. The 2,020 claimants excluded from the analytic sample had indefinite
nonmonetary stops on their claim throughout their qualification period. These claimants
were omitted because they were not eligible to receive UI compensation and therefore
could not reduce compensation in response to a bonus offer. A special category of
claimants who did not receive Ul compensation was included in the analytic sample; this
category was monetarily eligible claimants who filed for benefits but did not claim a
waiting week. The bonus eligibility conditions explained in Chapter 2 make it clear that
not filing for a waiting week is a legitimate treatment tesponse by a monetarily eligible

claimant.

Section 5.1 provides a description of participant characteristics and a discussion of
the results of random assignment. The remainder of the chapter discusses experimental
impacts estimated on the analytic sample. Section 5.2 presents estimates of the mean
effects of the six treatments. Section 5.3 compares mean effects across experimental
treatments. The last two sections report on the timing of treatment impacts, and the
implications of omitting from the analytic sample claimants who did not file for a waiting

week.
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5.1  Participant Characteristics and Randomization

Randomization is at the heart of experimentation. In WREB, random assignment
was accomplished by using the last two digits of each claimant’s Social Security Number
(SSN) to make a551gnments to one of the six treatments or the control group. Chapter 3
documents: the extensive efforts made to assure that random assignment occurred.
However, even with an error-free assignment process there is no guarantee that the

result is homogcnexty across the control and six treatment groups.

Table 5-1 shows the mean values across the control and treatment groups of a set
of observable exogenous characteristics eventually used as control variables in the impact
models. Some of these variables, such as the weekly benefit amount (WBA) and weeks
of entitlement are parameters of the Ul system, while others describe the socxoeconomlc
charactenstlcs of individual claimants. Statxstlcal tests mdlcated that, when all
characteristics were considered collectively, assignment to the groups was random in
terms of these observed characteristics. However, tests on m dividual charactenstxcs
indicated that the mean values of some variables did differ across groups. For mstance
the mean value of WBA for treatments 4 and 6 was different from that of the control
group at the 90 percent and 95 percent level of statistical confidence, respectlvely Base
period earmngs (BPE) were hlgher than those i in the control group for paruclpants in
treatments S and 6 at the 90 percent level of statistical confidence. Treatment ] also
showed a higher percentage of claimants in white-collar occupations, while treatment 6

had a smaller proportion of claimants in the other nonwhite racial category.

Although the number of statistically significant differences in measured population
characteristics was not more than expected in a random sample, the control and
treatment groups were not homogeneous with regard to certain variables that were likely
to effect the outcomes, efg., WBA and BPE. In _"the next section, we show that sample

heterogeneity did affect the results. To reduce experimental error, use is made of both
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Table 5-1

Populanon Characteristics
(t -statistics of treatment group difference from control group means
el are shown in parentheses)
~Experimental group -

F-value across

L ' all groups
Control 1 2 3 _ 4 5 6 (ev=2.1)
Age 36.33 35.98 36.14 36.43 3650 36.30  35.96 | 0.72
(-1.127) (-0.637) 0.272)  (0.534) (0.111)  (-1.075)
Education 12.30 12.33 12.44* 12.34 1233 12.38 12.44 0.89
| (0.341) (1.796) 0.434)  (0.338)  (1.000) . (1.611)
oo  Proportion male 0.605 ©0.611 0.607 0.613  0.615 0.602  0.620 0.33
@ | - (0.429) (0.165) (0.548)  (0.742)  (0.218)  (0.989)
Proportion black 0.043 0.052 0.047 . 0040  0.047 0.041  0.042 085
[ ST (1.481) (0.652) - (-0.426)  (0.668) (-0.416)  (-0.226)
Proportion other 0.124 0.117 0.110 0.116 0119 0.19  0.097* 143
ethnic/races - , o (-0.822) (-1.605) ~ (0.843)  (-0.570) (-0.565)  (-2.689)
Base period 15475 - 15,486 15,860 15537 - 15,872 16,073*  16,148* . 128
eamings' : 0.033) (1.224) - (0.173) (1.269)  (1.902) (1.877)
Standard ‘wage 1,388 1,468 1,470 1,382 1,435 1,461 1,48 071
deviation (1280 (1.335) 0 (-0.090) (0.760) (1.185) (1.366) |
Weekly benefit 151.445 152.093 153.636 153.285  154.643*%  153.680 - 155.003** 143
amount | (0.450) (1.541)  ~ (1.146)  (2.259) ~  (1.573)  (2.194)
Weeks of 26841 26700 26.955 26.755  26.921 26.844 . 27.003 1.31
entitlement C(1213) 0.994)  (-0.666)  (0.704) ~  (0.026)  (1.238).

*The base period is the first four quarters of the five quarters prior to the quarter in which the claim was filed; however, for some claimants, the base
period is the last four quarters of the five quarters prior to the quarter in which the claim was filed.

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent level for a two-tail test.
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- **Coefficient significant at the 95 pcu.cm confidence ‘jevel for a two-tail test.

Proportié_n’ white
collar

Proportion minimum
wage benefit amount

Proportion maximum
wage benefit amount

Propdrtion union or
stand-by

N =

Control

0.342

0.035.

0.333

0.225.

3,083

l .
0.333

- (-0.701)
0.035

(-0.039)
0.335

(0.170)

0.217
(-0.661)

2,247

2.

"0.356
(1.051)

0.033
(-0.529)

0.341
(0.659)

0.218
(-0.638)

2,349

Table 5-1

< 1,584

*Coefficient sngmﬁcant at the 90 percent confidence level for a two-tail test.

(Continued)
3 4 .
0.348° . 0.353
(0.391). (0.834)
0.031-- 0.032
© (-0.803) . (-0.642)
0.337 0.353
(0.324) (1.590)
0.209.. 0.223
(-1.234)  (-0.176)
2,388

5. 6
0.367* 0.356
(1.872) (0.942)

0.032° . 0.027

(0.718) (-1.559)

0.346  0.367**
(0.996) (2,306) .
0.207 0.227

(-1.581) (0.144)
2,354

1,536

" F-value
across all
groups (cv=2.1)
1.22

0.52
1.24

0.71




blocking designs (i.e., creation of more homogeneous population subgroups), and

covariance analyses.!

52  Mean Effects of EXperimental Treatments on Compensation and Weeks
Compensated for the Total Enrolled Sample

5.2.1 Mean Values of Program Variables Across Treatments

Table 5-2 displays the mean values of several important program outcome
variables for the control group, the six experimental treatments, the treatments combined
by bonus level, and all treatments combined. The mean values are based on the sample
of claimants determined eligible to participate in the experiment. The variables listed

are the outcomes which the bonus offer is intended to most directly influence.

The first row in Table 5-2 shows "compensation in the initial spell.”? The direct
effect of the bonus offer is expected to be an increase in the intensity of job search and
the probability of accepting early job offers. Thus, the most immediate effect of the
experiment should be to reduce the length of the first spell of unemployment and the
amount of compensation received during that spell. The second row in the table shows

"compensation in the benefit year." The benefit year is a 52-week period beginning the

' See Neter and Wasserman (1974, chap. 22) for a discussion of the use of covariance analysis to reduce
experimental error in the case of sample heterogencity. The authors argue that even with randomized
designs, there may be experimental errors due to differences in the composition of the control and
experimental groups. Covariance models (introduction of control variables in addition fo treatment
variables) can be employed to remove the bias in the estimates of the treatment parameters caused by
sample heterogeneity.

2 The end of a spell is a somewhat arbitrary concept. A one-week break in the payments could occur
for many reasons, such as receipt of temporary work, illness that made the claimant unavailable for work and
ineligible for benefits, or a vacation from job search that led the claimant not to file for benefits in the week.
None of these interruptions in the claim should be considered as having ended a spell of unemployment in
the context of the bonus experiment. Ending a spell of unemployment in the experiment implies obtaining
full-time work. Absent precise information as to why there is a gap in the payment series, we have
arbitrarily defined the end of a spell as occurring when the claim break is two weeks or longer. Adding a
third week did not materially change the results.
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- Table 5-2

Means of Program Variables by Experimental Group
: (standard errors in parentheses)

Control 1 2
Group '
Compensation received:
Initial spell = 1525.25  1560.05  1545.58
(32.68)  (38.53)  (36.99)
Benefit year ~  2065.71  2095.54  2070.79

o (33.86) (40.35) ~  (38.51)
3 Weeks of.insured »

unemployment; »
Initial spell 11.37 11.47 11.37
T (0.195) (0.227) . (0.218)
‘Benefit year 1522 15.16' 15.04

- (0.196) (0.231) (0.221)

Proportion of claimants. who:

Exhausted benefits 0.239 0.251 . 0.236
i (0.0077) ~ (0.0091) * °(0.0088)-

~ Terminated benefits 0.421 '0.427
before deadline* -~ - (0,0104)  (0.0102)

N= 3082 2246 2,348

1475.26
(44.33)

1996.84
(46.67)

11.10
(0.268)

14.60

(0.273)

0.227
(0.0105)

0.443
(0.0125)

1,583

Treatment Group

4 5 7 T4 - T2,5 T3,6 All
: ‘ - Ts

. 1496.47 1566.43 1419.61 1527.29 1556.02 1447.86 1519.64

(36.23) (37.12) (44.29) (26.41) (26.20) (31.34)  (14.37)

2007.49  2078.17 1979.41 2050.18  2074.48  1988.26  2048.18
(37.96) - (38.44) (46.87) (27.66)  (27.20)  (33.07)  (15.00)

11.10 11.60 10.55 11.28 11.49 10.83 11.27

(0.218) (0.224) (0.267) (0.157) (0.156) ~  (0.189) (0.086)
14.71 . 15.08 14,49 . 14,93 15.06 ©  14.55 14.95

(0.225) {0.225) (0.278) (0.161)  (0.158) (0.195) . (0.087)
0.210 . 0.226 . 0.216 0.230 0.231. - 0.222 0.230
(0.0083) - (0.0086). (0.0105) (0.0062) (0. 0061) (0.0074)  (0.0034)
0.552 0.542 0.580 - 0.488 . 0.484 0511 - 0.503

(0.0102)  (0.0103)  (0.0126)  :(0.0073)  (0.0073)  (0.0090)  (0.0040)

2,337 2353 1,535 . 4,633 - 4,701 3,118 . 12,452

*Includes all clalmants who. terminated beneﬁts prior to the deadline and. show wages subsequent to temunatlon of benefits. Also mcludes clalmants who served no

waiting week and have wages in the quarter after filing,




week the claimant files for benefits (except in cases of claim backdating). It is the
period for which a claimant has established entitlement to UI benefits. Benefit year

outcomes are examined to assess longer-term effects of the bonus offer.

The third and fourth rows in the table display the mean weeks of insured
unemployment in the first spell and the benefit year respectively.* The fifth row
provides estimates of the impact of the treatments on the probability of exhausting
benefits. Treatment impacts on benefit exhaustion are presented in this chapter, but

exhaustion is not one of the principal outcomes examined in this report.
5.2.2 Differences in Mean Values of Program Parameters Across Treatments 7

Treatment effects in a classically designed random assignment experiment can be
estimated by simply computing the difference betwégn treatment and control groups in
the mean value of an outcome variable. These impacts can also be estimated using
ordinary least squares (OLS) regression of an outcome variable on dummy variables

representing treatments. For the (WREB) experiment, the impact regression model is:
(1) Y =a+ BT + e,
where T is 6 x n matrix of dummy variables and B is a conformable vector of

coefficients. The intercept, g, is the mean value of the outcome variable, Y, for the

control group.

® It is important to remember that rows three and four report weeks of insured unemployment, which is
a variable truncated by the exhaustion of entitlement. It is therefore only a part of total unemployment.
Also note that weeks of insured unemployment is a count of the number of weeks in which some
compensation is paid, or a waiting week is earned. For clarity, throughout the report this concept is referred
to as "weeks with some compensation." Because of partial benefit paymcnts, the count of weeks with some
compensation may exceed the cntxtlcd duration of benefits.

89 : ’

’ Ay s e g I K an s SR
- : : T e e B




Table 5-3 presents the parameter estimntes and standard errors for the mean
difference in total Ul compensanon and weeks of insured unemployment in the benefit
year for each of the six treatments. These mean differences are estimates of the

treatment impacts.

~ Statistical tests on the treatment 1mpact estlmates cvn UI compensatlon and weeks
w1th some compensatlon indicated that in each case the six treatment impact estimates
were simultaneously not dxfferent frqm zero at the 90% level of statistical confidence.*
Furthermore, tests revealed none of the treaimentk' impacts estimated in the equation
explaining UI compensatlon were individually 51gmficant at the 90 percent level of
confidence’ These results suggest that the experiment had no effect on the receipt of -
UI compensation over a benefit year. However, three of the treatments--T3, T4, and T6-

-had statistically effective impacts on weeks of insured unemployment.

~ Since several of the treatment coefﬁcients in the compensation equation had the
expected negative sign and were not small, it Wés imporiant to determine if the lack of
statistical significance was a small sample problem; Altnough we cannot €x _post increase
the sample size, we can determine if the small samples led to differences in the
composition of the control and experimental groups. If differences in characteristics of
members of the two groups affect the response variables, then the estimates of the
treatment effect mny‘be biased. As noted previously, such ]heterogeneity can be

corrected by use of a covariance model with control variables.

* To test hypotheses about two or more impact estimates simultaneously, an F-test is used; to test
hypotheses about individual impact estimates, we use t-tests.

5 Throughout this report; we test the statistical 'signiﬁcance of impact estimates using 90 percent and 95
percent confidence levels in a two-tail test. Although using a one-tail test may seem: reasonable, because the
treatment is intended to have the effect of decreasing UI compensation and length of insured unemployment
it is possible that the treatment could increase compensation. This could occur through an income effect.
The increased income represented by the bonus could cause some claimants. to wait longer--within the
qualification period--to obtain-a job. This is likely to occur only if the claimants are assured that they can
obtain a job when they wish. This is not a likely scenario, but its feasibility makes it necessary to use a two-

tail instead of a one-tail test of significance.
%
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Table 5-3

Mean Experimental and Control Differences in Compensation -
and Weeks Compensated in Benefit Year

Compensation Weeks of Insured
in Benefit Year Unemployment
Parameter Standard Parameter Standard
Variable Estimate Error _ Estimate Error
Intercept 2065.71 33.68 15.22 0.196
T1 29.83 51.87 -0.06 0.302
T2 508 51.21 -0.17 0.299
T3 -68.87 57.81 -0.61* 0337
T4 -58.21 5098 050 0.297
TS 12.46 5118 -0.13 0.298
T6 -86.30 58.41 -0.73** 0.340
N= 15,534 F = 1177 ‘ F = 1449

* Significant at the 90 percent confidence level for a two-tail test.
** Significant at the 95 percent confidence level for a two-tail test.

Table 5-4 displays treatment effect estimates from a model having the following

general formulation:
2 Y=a+ BT+ CZ* + u,
which is the covariance model version of equation (1). The introduction of control

variables, designated Z*, into the model reduces experimental error that results from

differences in the observable characteristics of the control and treatment groups (Netter
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and Wasserman 1974). The contrbl variables attempt to correct nonrandomness by
adjusting for differences across the groups in observable characteristics, thereby also

improving the precision of impact estimates. More specifically, the model is:
3) Y=a+BT+C(Z-2) +u,

where C is a parameter vector, and Z is a matrix of mean values of control variables.

The set of control variables used throughout this report is described in Appendix F 5

The model shown in equation (3) differs from equation (2) in that all control
variables are defined as individual differences from the mean. The advantage of this
formulation is that the intercept can be interpreted as the mean value of the dependent
variable for a sample member who is not exposed to the treatment and has the

characteristics of the mean individual in the overall sample.’

The effect of using control variables in the regression to estimate treatment
impacts on Ul compensation is striking. ‘The impact estimates are larger, and the
standard errors smaller. Three of the treatments--T3, T4, and T6--show statistically
significant impacts on compensation at the 90 percent level of confidence or better.
Moreover, the average treatment effect in the benefit year is significant when estimated
using the covariance model. The six treatment impact estimates are jointly significant at
the 95 percent confidence level. The increased accuracy achieved in measuring the

bonus impacts on UI compensation is the result of the control variables eliminating, or

¢ Although quarter of filing was not used as a control variable, there were differences in effect across
quarters, as discussed in Appendxx G.

7 For instance, the intercept in the regression for the treatment impact on UI compensation in the
benefit year reported in Table 5-4 is $2100.44. This is the UI compensation received during the benefit year
for a hypothetical person in the sample who was not exposed to the experimental treatment, and whose age,
level of education, WBA, probability of being exempt from work search, etc., was at the mean value for each
of the control variables across the total sample (control and experimental groups combined). The treatment
effect is the impact of the treatment on compensation for that hypothetical individual.
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Table 5-4

Differences Between Experimental and Control Group Means
Controlling for Population and Program Characteristics
(standard errors in parentheses)

All Claimants

Treatment group difference from control

» 1 2 3 4
Compensation received:
Initial spell 24.84 -23.61 -87.86*  -78.23*
(44.35) (43.79) (49.42) (43.58)
Benefit year 18.66 -40.70 -106.92%% -117.15%+
( ) (45.74) (45.16) (50.98) (44.95)
Weeks of insured ‘ ' '
unemployment:
Initial ‘spell ' 0.09 .-0.14 -0.40 -0.41
GO (0.281) (0.278) (0.314)  (0.277)
Benefit year - -0.04 = -0.27 -0.70%*  -0.62%*
‘ (0.293). (0.289)  (0.326)  (0.287)
Proportion of claimants _
Exhausted benefits 0.008 -0.005 -0.017 -0.032%*
, (0.011) 0.011) ~  (0.013) (0.011)
Sample size ‘ ’ 2,246 - 2,348 1,583 2,387

*Coefficient significant at the 90 percent confidence level for a tWo-tail“test.
#*Coefficient significant at the 95 percent confidence level for a two-tail test.

S

-16.22
(43.76)

-39.79
(45.14)

0.02
(0.278)

-0.26
(0.289)

-0.019*
(0.011)

2,353

-151.27%%
(49.95)

~140.53#*
(51.52)

0.89%*
(0.317)

0.75%*

(0.329)

-0.021*
(0.013)
1,535

T1,4

-28.26
(37.16)

-51.32
(38.33)

-0.16
(0.236)

-0.34
(0.245)

0.012
(0.010)

4,633




signiﬁcanﬂy reducing, the differeﬂces in Ul compensation between control and treatment
groups that result solely from differences in the composmon of the control and treatment

groups.®

The first set of regressions in Table 5-4 report the impa:c'tv on compensation paid
in the first spell of unemployment. The first spell is defined as a period starting with the °
Sunday before the date of filing for benefits for those unemployed ‘at filing; or starting
with the Sunday of the waiting week, for those who only become unemployed subsequent
to filing. The spell ends when benefits are exhausted or benefit payments stop for two
weeks or more. Treatments 3, 4 and 6 displayed staustxcally significant lmpacts on

compensation in the first spell.

The effects of the experiment are stronger over the full benefit year than during -
the first spell of insured unemployment. Except for T6, the parameter estimates of
impact are 1arger, and the relative standard errors smaller in the benefit year equation. -
These results are clearer in the three treatment groups which differ only in bonus level,

and in the equation combining all treatments into a single overall average treatmeént.

In the Illinois experiment, the effects in the benefit year were 'smaller”-’théirr‘in the
first spell. - This would oceur if participants who become employed sooner are obtaining
less satisfactory jobs, and are shifting some of the unemployment to a later period in the”
benefit year. The results for WREB suggest the opposite, i.c., that the jobs being'
obtained as a result of the more rapid reemployment caused by the WREB bonus offer’
represent fully satisféctory. job niatches, and are not leading to increased job turnover

later in the benefit year.

®The most important variable in the control set is the weekly benefit amount (WBA). Statistical tests
revealed that if this variable was ignered, then measurements of treatment impacts would be biased. For
consistency, all impact estimates presented throughout this report were computed usmg WBA and 12 other
variables as controls. These are discussed in Appendnx F.
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‘The short and long qualification periods are combined to form three treatment
groups that differ in the level of the bonus offer but have the same average qualification
period. Ignoring differences in the effects of the length of the qﬁaliﬁcation period makes
clear the absence of any statistically significant effect of the bonus amount at the middle
and lower bonus levels. The relationship among the bonus levels is obscured when
looking at each of .the six treatments separately because of the large, anomalous, and

almost significant coefficient on T4 (low bonus, high qualification period).

Table 5-5 shows a set of results similar to those in Table 5-4 except that the
sample has been changed to eliminate claimants who were exempt from job search due
to union affiliation or job attachment. Excluded are members of full-referral unions
(Alpha Work Search (AWS) code U) and claimants on standby, awaiting recall by their
primr employer (AWS code S). Although these claimants could qualify for the bonus,
each needed to do so by taking a job that did not entail placement through a union

hiring hall or recall toa previous job.

The results changed only slightly when these restrictions on the sample were
imposed. The impact for T3 was weaker, and that for T6 was stronger. Generally
stfdnger effects were expected for the reduced sample because the reemployment
opportunities of the omitted groups, those on standby and members of full-referral
unions, would be léss subject to change by a bonus offer. A UI claimant expecting to be
recalled could receive a bonus only by obtaining an interim job that was different, or by
moving on to another jbb. The claimant who belonged to a full-referral union could
receive a bonus only if the first job was not obtained through the union hiring hall.
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1
Compensation received: »
Initial spell . 37.25
' . ' (51.85)
Benefit year 30.20
: : (51.77)
Weeks of insured
unemployment:
Initial spell 0.22.
~(0.335)
Benefit year , 0.08
(0.340)
Proportion of claimants
who: ‘
Exhausted benefits 0.013
(0.0136)
Sample size 1,758

Table 5-5

Differences Between Experimental and Control Group Means
Controlling for Population and Program Characteristics
(standard errors in parentheses)

All claimants except those exempt from work-search

Treatment group difference from control

2 3 4 5 6 . TI4
405 -59.55 -71.86 693 -155.83%% 1877
61200 (5757 (51.06) © (50.9T)  (58.61)  (43.51)
23.88  98.10%  -116.02%*  -43.00  -162.51%  -44.88
(51.12)  (5747)  (50.97)  (50.89)  (S8.51)  (43.45)
0.02 026  -0.40 0.08 0.90%*  .0,10
©.331)  (0372)  (0.330)  (0.329)  (0.379)  (0.281).
012 -0.65% -0.55% 0.21 0.79% . 0.25
0.336)  (0.378) - (0.335)  (0.335) .  (0.385)  (0.286)
0.001  -0.014  -0.031%  0.020 0,022 -0.010 -
(0.0135) - (0.0151) ~ (0.0134)  (0.0134)  (0.0154)  (0.0114).
1,837 1,252 1,855 1,866 L18T 3,613

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.

5.
(43.

-33,
(43.

-0.1
(0.1

3,7




Returning to Table 5-4, the results for "weeks of insured compensation" parallel
those for “"compensation received.”” For the full sample, the strongest effects are for the
large bonuses. For the first spell, only T6 shows statistically significant effects, whereas
for the benefit year, T3, T4, and T6 are statistically significant. The effects are larger for
the benefit year than for the first spell. Excluding those exempt from work search only
slightly increased the estimated experimental effects on the number of weeks

compensated.

All of these results suggest that (except for the large and anomalous impacts
shown for T4) only a bonus offer as high as six times the WBA had an effect on job
acquisition behavior. The results do not show a neat linear progression of impacts. The

middle level bonus treatments had surprisingly small and statistically. insignificant effects.
5.3  Comparison of Experimental Effects Among Treatments

A central purpose of the multi-treatment WREB experiment is to enable policy
makers to select from among alternative treatments the one treatment which works best.
The basic treatment-control comparisons provided in the previous section reveal the high
WBA multiple treatments (T3 and T6) to have the biggest impacts. The best treatment
among those considered is the one that yields the largest net benefits or has the largest
benefit-cost ratio. The benefit-cost analysis is presented in Chapter 9. In this section,
we investigate the effects of the bonus offer by isolating the impacts of differences in the

bonus amount and differences in the length of the qualification period.

In the WREB experiment, we studied the effects of three different bonus amounts

(low, medium, and high) and two different qualification periods (short and long). In

® Although the weeks compensated results are similar to the results for compensation, they are not
precise arithmetic equivalents. One might expect that, arithmetically, the compensation. results equal the
change in weeks compensated times the WBA. For two reasons this is not the case. First, the impacts may
be positively or negatively correlated with the WBA. Second, the weeks compensated include weeks of
partial payment, '
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other words, we examined two changes in the bonus amount parameter and one change
in the qualification period parameter. Following Corson and his colleagues (1991), who
report on the Pennsylvania Reemployment Bonus demonstration, the impact on an

outcome measure of varying the bonus amount is termed a price effect, and the impact

of chénging the qualification pcriod. is «called a duration effect.

Estimates of the price and duration effects are presented in Table 5-6
While the priée effect of increasing the bonus from the low to the medium WBA
multiple is positive but not significant, the price effect for increasing the WBA multiple.
from the medium to the high level is n.egative‘ and strongly significant. That is, when the
WBA multiple is increased by a factor'of 1.5 (from four times the WBA to six times the
WBA) from the medium bonus level, Ul compensation decreased an average of $83 and
weeks with compensation decreased by one-half week. Results also suggest that the
duration effect on benefit year compensation is negative and significant, with the change
- from short to long qualification period resulting in an average reduction in compensation
‘of about $58.

- The estimates given in Table 5-6 were computed under the restriction that the
price effects are the same for the short and long qualification periods, and that the
duration effect is the same for the three bonus levels. Note that the price effect of
moving from the low to the medium bonus amount is positive, whereas we would expect
it to be negative. This inconsistency is due to the anomalous effect of treatment 4.
Indeed, in the absence of T4, the price effects would be negative and the duration effect
would be indistinguishable from zero.”® Without the outlier impact estimate for T4, it
would also be impossible to reject the hypothesis that the low to-medium and medium to

high price effects are the same.

'° Mortenson’s (1988) search theory model of the reemployment bonus predicted a positive duration
effect, i.e. a shorter qualification period should result in a shorter duration of insured unemployment.
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Table 5-6

Effects of Increases in WREB Parameters
(standard errors in parentheses)

Benefit Year ~ Benefit Year Weeks
Parameter Adjustment - UI Compensation of Insured Unemployment
Price Effects |
Low to Medium Bonus Amount ~11.08 0.08
: (34.14) (0.22)
Medium to High Bonus Amount -83.22** -0.47*
(38.08) (0.24)
Duration Effect |
Short to Long Qualification Period -57.75* -0.22
(29.56) (0.19)

* Difference significant at the 90 percent level for a two-tail test.
** Difference significant at the 95 percent level for a two-tail test.

Another useful way to compare the inter-treatment effects of the reemployment
bonus parameters is to estimate the marginal effect of the dollar bonus amount and
weeks in the qualification period using linear regression on the bonus parameters in
continuous form. In the experiment, the bonus levels are defined as multiples of the
WBA. In what is called the continuous variable model, treatments are defined as being
a bonus offer of a given dollar amount with a qualification period having a certain

number of weeks. The basic model can be stated as:
4 Y=a+bB+b0+ CZ* + e,
where the treatment is represented by two continuous variables: B the bonus amount in

dollars and Q the qualification period length in weeks. Z* represents the set of control
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variables discussed in Appendix F, each defined as the difference from its mean value, so
that Z* = Z - Z. |

Table 5-7 shows results of estimating the linear continuous variable treatment
model on the analytic sample of 15,534 treatment and control claimants. Several
nonhnear specifications of the continuous variable model were estimated, but we were
unable to improve on fit of the linear model.”? In the equation for UI compensation,

while the individual coefficients are not statistically significant, they are jointly significant

Table 5-7

Estimated Impact of Variation in the Bonus Amount and Qualification Period
in the Continuous Model
(standard errors in parentheses)

Benefit Year Benefit Year Weeks

Treatment Variable UI Compensation of Insured Unemployment
Bonus Amount ~ -65.13 -0.46
[Thousands of Dollars] (48.23) (0.31)
Qualification Period -5.48 -0.02
[Weeks] (3.80) ' (0.02)

Note: “The set of control variables discussed in Appendix F was included in the
estimation. In both the UI compensation and the weeks-with-compensation equation,
the parameters estimated on bonus amount and qualification period are jointly
significant at the 95 percent confidence level. N = 15,534.

*! Just as in the dummy variable treatment impact model, control variables are included to correct any
sample heterogeneity in observed variables that resulted during the assignment process. By including the
WBA in the vector of control variables, Z, we improve within-treatment homogencity in the bonus amount,
B. The impact of variations in the bonus amount, b, , is therefore estimated using mainly the between-
treatment variation in the bonus offer. Similarly, inclusion of the entxtlud duration of benefits as a control
variable improves the exogeniety of the treatment Pparameter 0.

2 The following specifications were attemptcd log-lmcar log-log, quadratic in the bonus amount, and
quadratic in the qualification period.
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at the 95 percent confidence level. In the weeks-with-compensation equation, the

pattern is similar.”®

The results indicate that a $1,000 increase in the bonus offer reduces Ul
compensation over the benefit year by $65 and weeks with compensation by just under
one-half week; each one-week increase in the qualification period reduces compensation
by about $5 and has virtually no effect on weeks of insured unemployment. Under the
assumption of linear response, these results may be viewed as alternative estimates of
price and duration effects. Again it is the case that the effect of increasing the bonus
amount is a reduction in compensation and weeks, while the effect of lengthening the

qualification period is very small.

The linear continuous variable model permits us to construct a map displaying the
effects of the bonus offer and qualification period within the observed range. Figure 5.1
shows such a map for effects on Ul compensation over the benefit year. Each diagonal
line represents a different length qualification period. To estimate-the "Change in
Benefit Year Ul Compensation" using the map, read down from the horizontal line that
represents the "Dollar Bonus Amount" and écross to the vertical axis. For example,
results from the continuous model imply that a bonus amount of $600 and a qualification
period of 11 weeks would generate a reduction in‘comp‘ensation averaging about $100
per claimant over the benefit year. As evident in Figure 5.1, the continuous model yields
considerably greater reductions in compensation for smaller bonuses than were actually

observed in the experimental treatments.

'3 To further investigate the structure of treatment impacts, the continuous variable model was estimated
on the sample of treatment-assigned claimants. The t-statistics on the coefficients for bonus amount and
qualification period were much higher than those for parameter estimates reported in Table 5-7. This
suggests that a significant discontinuity from no bonus offer (control) to positive bonus offer (treatment) -
prevents the linear regression response surface from having a good fit for the continuous variable model.
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54  The Timing of Treatment Impacts on Insured Unemployment

Up to this point we have presented the effects of reemployment bonus offers only
as average impacts on insured unemployment for the various treatment groups. In this
section, we study the time pattern of impacts using the methods of economic duration
~  analysis.* The fundamental duration concept reported on here is called the conditional

- UI exit rate. For the grodp of claimants drawing compensation at the end of one period,
the conditional UI exit rate is the proportion of claimants not drawing at the end of the

next period.”

i Conditional UI exit rates--called UI exit rates here for short--are examined only
for the first spell of covered unemployment.’® If the bonus offer is effective, treatment
assigned claimants should have higher exit rates than controls. The maximum entitled
duration of benefits in Washington is 30 weeks. The short qualification period (T1, T2,
and T3) is twenty percent of entitled duration plus one week, while the long qualification
period (T4, TS, and T6) is forty percent of entitled duration‘ plﬁs one week. Therefore
for treatment assigned claimants attempting to qualify for a bonus, seven weeks is the
longest period of unemployment allowed for a claimant given a short qualification

period, and thirteen weeks is the longest period of ‘unemployment allowed for a claimant

'* The methods of economic duration analysis are summarized by Kiefer (1988), they have been used to
analyze Ul bonus expcrnments by Decker (1990), Meyer (1988), and Woodbury and Davidson (1990).

' While we would prefer to analyze the timing of return to work, no reliable data is available on that
behavior. The phrase "drawing UI compensation,” means the claimant has opened a new claim and has a
status where he/she could file for benefits or a waiting week with a continuing claim form, i.e., the claimant
would not have to re-open a claim to draw a benefit. The conditional UI exit rate is an application of a
concept called a hiazard rate in the literature on duration analysis.

'8 The number of claimants eligible for WREB at filing is called the initial risk set.  The initial risk set
includes all claimants who served a waiting week within 30 weeks of opening a claim for benefits. It also
_ includes persons who opened a claim but never filed for a waiting week or for compensation; these persons
were presumed to exit covered unemployment in the first week after opening a claim. The initial risk set
contained 15,478 claimants, of whom 12,413 were treatment assigned and 3,065 were in. the control group.
To say that only first spells are analyzed means that once a claimant leaves UlI--defined as a two week gap in
the payment series--he/she is not added back to the risk set if they return to UL

103

R BRSO T




given a long qualification period. It is expected that exit rates for claimants given a short
qualification period should exceed that for controls by the greatest margin in weeks 1 to
7 after filing, while exit rates for claimants givensa long quzrlificatiorl period should
exceed that for controls by the greatest margin in weeks 1 to 13. For claimants with a
long qualification period, a priori we cannot say whether the bulk of the response should

be in the early or later part of the qualification period.

UI exit rates for the control group and differentials for treatment groups are
reported in Table 5-8."7 For the short qualification period offers--T1, T2, and T3--the
UI exit rate is higher than controls in weeks 1-7, while the pattern is reversed in weeks
8-13. Tlris timing in treatment response is sharpest for T3 which shows a large and
statistically significant impact of 3 percent over weeks 1-7 and a sharp reversal to -1.7
percent:dver weeks 8-13. For the long qualification period offers--T4, TS, and T6--the
response is generally stronger over weeks 8-13 than weeks 1-7. The impact for T6 is
significant over both perlods but it is larger in the second. The increase in response
between the two periods is most pronounced for TS. The response in weeks 14-31 is
bigger for the short qualification period offers than for the long offers, so that there

appears to be a balancing out of effects over time.!®

Wlthm the first 31 weeks of the benefit year we have seen that Ul exit rates are
generally highest for the short quahﬁcatnon period treatments in weeks 1-7 and for the

long quahficatlon period treatments in ‘weeks 8- 13. To exarmne the permanence of the

"7 The treatment impacts on Ul exit rates were estimated by ordinary least squares in linear probability
models, which included the set of control variables discussed in Appendix F. The figures in Table 5-8 are
therefore referred to as adjusted UI exit rates for the control group, and adjusted differences from the
control group in: UI exit rates for the treatment groups : .

'® We examine UI exit rates through week 31 since, for persons who do not draw partial benefits, that is. -
the maximum period of insured unemployment. It includes 30 compensable weeks plus the waiting week.
The cumulative UI exit rate for controls at 31 weeks is less than 100 percent because claimants who draw
partial benefits may actually receive a payment for more than 31 weeks. :
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Table 5-8

Estimated Treatment Impacts on Conditional UI Exit Rates
(standard errors in parentheses)

Control : o ' ~
Group __Treatment Impacts on Exit Rate .
Week  Exit Rate Tl V) T3 T4 TS5 T6 All Ts
1-7 488 03 12 30** 12 -12 3.6%* 1.0
~ (13) (13) (15 (13) (1.3) (1L5) (1.0
813 289 03 22 <17 28 31%  45* 1.0
(1.8) (1L7) (20) (1L.7) (L7) (20) (1.3)
14-31  88.0 03 3.1% 22 22 1.1 0.7 1.6
(14 Q4 @6 (@14 @4 QN (1.0
Initial , S .
Sample 3,065 2239 2343 1577 2380 2344 1,530 12,413

* Impact significant at the 90 percent level for a two-tail test.
** Impact significant at the 95 percent level for a two-tail test.

treatment effects on UI exit rates, Table 5-9 présents estimates of cumulative 'U‘I exit
rates for control group members and differentials for treatment assigned claimants for
three points in time after the week of filing for benefits: week 7, week 13, and week 31.
The top row of Table 5-9 is identical to the top row in Table 5-8; it is included to
facilitate the examination of cumulative impacts. The second row in Table 5-9 lists
cumulative treatment impacts on UI exit rates through week 13 The cumulative
treatment impact on the UI exit rate up to week 13 is generally dimiyuis'hed relative to
week 7 for the short qualification period treatmehts, while it is increased for the long
qualification period treatments. The bottom row of Table 5-9 indicates the permanence

of the treatment impact. For all treatments, the cumulative UI exit rate over the first 31
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Table 5-9

Estimated Treatment Impacts on Cumulative UI Exit Rates
(standard errors in parentheses)

Control :
Group » ~ Treatment Impacts on Exit Rate
Week ExitRate T1 T2 T3 T4 T5 Té6 All Ts
7 . 488 03 12 30 12 -12  36** 1.0
(13) (13) (1LS) (@13) (13) (15) (1.0)
13 63.6 03 03 14 23* 08 47 12
(13) (13) (14) (@13) @(13) (@14 (09)
31 95.6 01  11** 11* 10** 04 . 09 0.7+
©5) (05 (06) (05) (05) (08) (0.4)

* Impact significant at the 90 percent level for a two-tail test..
** Impact significant at the 95 percent level for a two-tail test.

weeks of the benefit year is greater than that for the control group, with the increase

averaging a statistically significant 0.7 weeks.

Smce the entltled duratlon of benefits in Washmgton during the expenment
ranged from 10 to 30 weeks durmg the WREB experlment the tumng of reSponse by
treatment may have been muddied somewhat That lS a cl.umant a551gned to T4 T5 or
T6 who was 1mt1ally entitled to 15 weeks of benefits would have a quahf' Catxon penod of
7 weeks and would therefore be expected to leave Ul by week 7 rather than if weeks 8-
13. To mvestlgate if the tlmmg of treatment 1mpacts on the UI exit rate would be
sharper in the absence of the variable entitled duratlon Ul exxt rates are examined for
the subsample of clmmants at the maxlmum entltled duration of beneﬁts—-30 weeks Just

over 50 percent of the WREB sample had a UI entitlement of 30 weeks. Because of the
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formula for determining UI entitlement, it can be inferred that this group includes
claimants who tend to be permanent members of the labor force and usually work full
time. The conditional and cumulative UI exit rates for this group are summarized in

Tables 5-10 and 5-11 respectively.

Table 5-10

Estimated Treatment Impacts on Conditional UI Exit Rates
for Claimants with 30 Weeks of Benefit Entitlement
(standard errors in parentheses)

Control
Group ‘ « Treatment Impacts on Exit Rate ,‘
Week Exit Rate T1 T T3 T4 TS  T6 All Ts
1-7 493 21 10 45 10 23 38 0.4
(1.8) (18) (21) (18) (18) (2.0) (1.3)
8-13 250 -0.3 0.6 0.2 3.7 3.7 6.1** 2.1
24 @4 (28 (24 @3) @7 (1.7)
1431 813 22 46** 31  47** 21 33 3.4%
23) 23) @7 @3) (23) @7 (1.7)
Initial ‘ ; o
Sample 1,572 1,117 1,198 785 1,217 1,197 805 6,319

* Impact significant at the 90 percent level for a two-tail test.
** Impact significant at the 95 percent level for a two-tail test.
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Table 5-11

Estimated Treatment Impacts on Cu'mixla“ti;re' UI Exit Rates
for Claimants with 30 Weeks of Benefit Entitlement
(standard errors in parentheses)

Control

- Grouwp - _____Treatment impacts on Exit Rate .~
Week Exit Rate T1 T2 T3 T4 . T5 Té6 . All Ts
7 493 21 10 45 10 23 38 04
18 (18 @1 (18) (18) (20 (13)
13 61.9 A5 03 35 25 01  S8* 14
(18 (18 (20 (17 (18 (20) (13)
31 929 06 18 16 21* 08  2.1°* 150
L (09) (09) (10) (09) (09) (10) (0.7)

* Impact significant at the 90 percent level for a two-tail test.
** Impact significant at the 95 percent level for a two-tail test.

Limiting- the sample to claimants with 30 weeks entitlement sharpens response
most for the high bonus offers. Increased impacts on the UI exit rate are estimated in
weeks 1-7 for T3, and weeks 8-13 for T6. For the other long qualification period offers,
T4 and TS5, restricting the sample to claimants with 30 weeks entitlement also affects UI
exit rates in the expected way; impacts get bigger over the 8-13 week period, and smaller
over the 1-7 week period. However, even for the sample of-claimants with 30 weeks of

entitlement, estimates for T1 and T2 remain small and in:significarit over weeks 1-13.

Overall, treatment impact estimates on the UI exit rate for this subsample are
larger than for the full WREB sample, with the average cumulative impact nearly double
at 1.5 percent. Part of the average cumulative impact is due to the response in weeks

14-31, which may be due to a-delayed effect of treatment induced work search during the
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qualification period. In any event, the treatment impact on the UI exit rate over weeks
1-31 is consistent with the finding that the bonus offer reduced the benefit exhaustion

rate.

. The conditional UI exit rate estimates support and strengthen the overall findings.
The high bonus offers elicited strong responses during the periods in which they were
operative; i.e., weeks 1-7 for T3, and weeks 1-13 for T6. By the time the maximum
entitled duration of benefits in Washington elapsed, 0.7 percent more treatment assigned

claimants than control claimants had left UL
5.5  The Effect of Excluding Claimants Who Did Not Claim a Waiting Week

As mentioned earlier in this chapter, all treatment-assigned claimants who did not
claim a waiting week were eligible for a bonus, eve‘n?if there was an issue on their claim.
This was done to elinﬁnate the incentive to lengthen insured uhemployment, which
would have been present if WREB required that a waiting week be served to establish

bonus eligibility.

‘Before proceeding, it should first be mentioned that because duration of insured
unemployment is a principal outcome variable of interest, it is generally not appropriate
to partition the sample on this variable before estimating treatment impacts. However,
since the other Ul reemployment bonus experiments conducted in Illinois, New Jersey,
and Pennsylvania limited bonus eligibility to claimants who served a waiting week,
estimates of WREB impacts among claimants who served a waiting week are given in
this section to provide for comparison. The effects of the sample selection are discussed

below.

Table 5-12 presents a comparison of treatment impacts on Ul compensation and -
weeks of insured unemployment by treatment group for two samples--onie with and the

other without 1,233 claimants studied in WREB who did not receive waiting week
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Compensation received:

Total sample

N = 15,534

" Excluding No

Waiting Week

N = 14,301

Weeks compensated:
Totai sampie

Excluding No
Waiting Week

Table-5-12

‘Comparison of Experimental Effects on Samples

With and Without Those Not Serving a Waiting Week
: (standardl errors in parentheses)

18.66 -40.70

@574 (45.16)
7.51 -82.07%

| (46.80) " (45.99)
0.04 027
0.293)  (0.289)
-0.03 -0.52%
(0.291)

(0.286)

Treatment - group difference from control _

3

<106.92%*
- (50.98)

:133.94%*

(51,98

,.0‘70**
(0.326)

0.86%*
(0.323)

4

-117.15%%

(44.95)

=126.39%*
(46.05)

06244
1(0.287) -

-0.57**
(0.287)

*Coefficient significant at the 90 percent confidence level for a two-tail test.

- **Coefficient significant at the 95 percent confidence level for.a two-tail test,

5.

-39.79
(45.14)

- 67.16

(46.03)

-0.26
(0.289)

-0.39.
(0.286)

6

-140,53%+
(51.52)

~156.85%*
(52.69)

-0.75%%:

(0.329)

-'0. 80*#
(0.328)

T1,4

51,32

(38.33)

© 6134

(39.22)

0.34
(0.245)

0.31
(0.244)

T2,5

-40.23
(¢8.22)

74.62*

(38.99)

026

(0.244) .
-0.46%

C0.243) 0

T3,6

-123.45%
(41.89)

-145,16**
(42.79)

0.3
(0.268)

-0.83%*

(0.266)

AllT’s

65.18%%
(33.18)

~87.37*
(33.91)

0.41%
0.212)

-0.50%*

- (0.211)




credit.’® Treatment impact estimates based on the group of ‘clafiniants who did'serve a
waiting week were cOn"siderab’ly: strongef;lthaﬂ,=those“ifm;f» the total sample. For: all six
treatments, the mean effects were larger, the standard ‘errors-about the same, and the
significance levels higher. Four, instead of three;*treatménts:wﬁfe statistically significant

at the 90 percent confidence level.

Eliminating the no-waiting-week group from the sample also caused the effects of
the bonus offer on weeks of insured unemployment to increase, although the increase
was proportionately smaller than for compensation. ‘The average treatment effect on
weeks of insured unemployment changed from -0.41 to -0.50, a difference of about 22
percent, while the average treatment effect on UI compensation changed from -$65 for
the total sample to -$87 for the waiting weék sample, a change of about 34 percent.

In estimating effects on both Ul compensation and weeks of insured
unemployment, the biggest change in treatment impact occurred for the middle level
bonus offers. As a result, the impact estimates aggregated across qualification pefiods
displayed the expected pattern with treatment effects increasing with the bonus level.

This pattern failed to emerge in any impact analyses on the total sample.

The implication that nﬁght be drawn from Table 5-12 is that a reemployment
bonus program that requires a waiting week to be served to establish bonus eligibility
will have larger effects than a program that offers bonuses to those not claiming a
waiting week. However, the appropriateness of estimating treatment impacts on a

subsample selected on the level of an outcome variable should be first examined.

'° Since someone denied a waiting week would be ineligible for the WREB bonus, the technically proper
distinction in our sample is between-claimants who served a waiting week and those who never claimed one.
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When a sample is restricted by some- threshold value of the outcome variable it is
said to be truncated. The condition for unbiased estimation of regression coefficients .
with a truncated sample was stated by Heckman.?? In-the present context, this -
condition is satisfied if claimants were not any more or less likely to serve a waiting week
as a result. of the reemployment bonus offer‘.' Sample selection bias would be a problem
if claimants with an issue on their claim avoid filing for a waiting week to preserve bonus

eligibility. -

Of the 15,534 claimants studied in WREB, 1,233 never filed for a waiting week;
this included 979 treatments and 254 controls. The treatment-control composition of the
group of claimants who ncﬁrer filed for a waiting week was not statistically different from
the designed proportions. Indeed 20_.6 percent of those niot filing for a. waitingr weekr
were controls, indicating that treatments actually filed for a waiting week at a slightly
greater rate than controls. . Furthermore, among the 1,233 not filing for a waiting v_veek_,
91 had an issue stop. placed on their claim in the week of their new initial claim for

benefits, and only 43 of these were.treatments while 48 were contfols. 'Even treatments

20 Ty illustrate the Heckman (1976) condition for unbiased estimation of parameters on a sclectcd
sample, our. rcgressxon model for impact estimation may bc written as:

Y.=BX +u,

where B is a set of parameter coefficients, X is a matrix of exogenous variables including treatment variables,
and Y is the outcome varxable If u is a mean zero error term. obcymg the usual lcasl squarcs assumptxons,
then ~ :

E(Y]X) = BX.
However, if there has been sample trunéation on some selectiqn rﬁle, then

E(Y|X, Selection Rule) = BX + E(u|Selection Rule). |
If E(u|Selection Rule) = 0, then OLS estimation on the selected sample yields an unbiased estimate of B.
We believe that the expected value of the error term has not been biased by the exclusion of the no waiting

week group, since there is evidence that this group was not any more or less hkcly to serve a waiting week as
a result of the experimental treatment. _
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with an issue stop, which means a greater risk of losmg bonus eligibility, filed for a
waiting week at a higher rate than controls. :

As a formal test to see if there was a tendency for claimants in treatment groups
to be less likely to serve a waiting week than claimants in the coritrol group, the

following probability model was estimated by OLS and probit:'
5) y=a+ BT + u,

where y equals one if a ¢claimant served a waiting week and zero otherwise, T is a matrix
of dummy variables for each of the six treatments, and B is a vector of parameter
estimates measuring the change in the probability that a claimant in the treatment group
would serve a waiting week. Taken together, the set of treatment impacts were not
significantly different from zero. Furthermore, the treatment variables collectively
explained very little of the variation in the probability of filing a waiting week.?! The
paramete‘rv estimates on the treatment variables were genérally small and statistically
insignificant. The single exception was for treatment 2, which induced a statistically
significant increase in the probability of claiming a waiting week, a result which is

opposite the anticipated effect.

We conclude that WREB treatment impacts estimated on the sample of claimants
who served a wamng week do not suffer from sample selectlon bias, and believe they
may fairly be compared to impacts estimated in field expenments that impose this

exclusion at the outset.

2 The R in the linear probability, or ordinary least squares, version of the model was close to zero.
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CHAPTER 6
TREATMENT EFFECTS BY POPULATION SUBGROUP

6.1  The Rationale for Subgroup Analysis

In this chapter, we present estimates of the experimental impact on benefit year
UI compensation and weeks of insured unemployment for several selected subgroups of
the total population. There are two reasons for considering subgroups. One reason is to
provide information to policymakers who may consider targeting a reemployment bonus
program to certain groups, such as dislocated workers or older workers. The second
reason to consider the impacts on subgroups is to be aware of possible biases in the
effects. A program that only benefits one gender or certain racial/ethnic groups may not

be considered good policy, even if the overall effects are beneficial.

To estimate the impact on a selected subgroup or selected subgroups, a single
regression model is constructed utilizing all the data. In that model, the treatment
impact is estimated on one of the subgroups, and the differential treatment impact is
estimated for other subgroups. For example, estimates are obtained for the treatment
impact on males and the differential treatment impact for females in the same model.
By adding the differential for females to the impact for males, the same estimate is
obtained for females as would be if a separate regression had been run on females only,
provided there is full interaction with all control variables. The equations estimated are

a generalization of those stated in Chapter 5:
Y=a+BT+CZ+ DG+ ETG + FZG' + u

where Y is the outcome measure, either Ul compensation or weeks of insured
unemployment, a is the intercept, B, C, D, E, and F are parameter vectors, T is the
matrix of six treatment dummies, Z is the matrix of control variables, G is the matrix of

dummy variables that code for membership in a subgroup, and u is a mean zero
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normally distributed random error term. E is the vector of treatment impact estimates ,

for subgroups G, and B is the vector of treatment impacts for the omitted subgroup. -
6.2  Effects by Dislocated Worker Status

The definition of worker economic dislocation in general use has both a supply

and a demand dimension. In the Washington employment security statutes (Revised
Code of Washington 50.04.075), "Dislocated Worker méans an individual who: (1) Has .
been terminated or received a notice of termination from employment; (2) Is eligible for
or has exhausted entitlement to unemployment compensation benefits; and (3) Is

unlikely to return to employment in the individual’s principal occupation or previb_ous_»= -

industry because of a diminishing demand for their skills in that occupation or industry."

Current public policy directed toward dislocated workers is largely administered -
through Title III of the Job Training Partnership Act (JTPA). Eligibility conditions for
these programs are stated in the Economic Dislocation and Worker Adjustment »
A'ssistance-Actv(ED_WA_A) of 1988. These rules encompass persons covered by the .. ...
Washington statute and are broadened to include the long-term unemployed, older . -

workers, and the previously self-employed.

Since we do not have the appropriate demand information, our data donot
permit an analysis of dislocated workers defined in precise conformity with legal or -
administrative regulations. However, we do apply three definitions that are hkcly to
encompass the relevant populatlon These definitions are based on the work history of
UI claimants. The definitions are consistent with those used in previous stgd;cs as.
summarized by Leigh (1990) who writes that "dislocated workers are usually defined as
persons on layoff who possess a stable emplioyment\h_istor,y?';‘ (p- 1). In these definitions,
UI claimants were classified as to dislocated worker status using information about their
previous 12 quarters of employment from the Wage His;tory file maintained by the =
Washington State Employment Security Department (WSESD). The added labor |
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demand condition that they not be awaiting recall is also applied. In order of decreasing

restrictiveness the definitions used are:

Definition 1: An individual’s principal job was with the same employer for 12

quarters prior to filing for UL

Definition 2: An individual’s principal job was in the ,same industry for 12
quarters prior to filing for UL. (Defined by the two-digit Standard
Industrial Classification (SIC) code.)

Definition 3: An individual was continuously employed for 12 quarters prior to
filing for UL

In definitions 1 and 2, the principal job in each quarter is the job contributing the largest
proportion of earnings. The number of claimants categorized as dislocated workers in
each of the three definitions was 2,241, 3,108, and 5,677 respectively. These samples
represented 14.7 percent, 20.0 percent, and 36.5 percent of the total saraple of 15,534

claimants.

The differential treatment response of }claibmants classified as dislocated using the
full sample information are reported in Tables 6-1 and 6-2 for UI compensation and
weeks of insured unemployment, respectively. Impact estimates are presented for the six
treatments, the three bonus multiples, and a pooled treatment versus control comparison.
Note that each group of claimants categorized as dislocated is a subset of those

dislocated acéording to higher number definitions.
For dislocated workers using either definition 1 or definition 2, only treatment 3

(T3) shows significant effects on compensation (Table 6-1) and the impact coefficients

for treatments overall are smaller than for nondislocated workers and are statistically

117




811

, T1,4 - T3,6
Dislocated 180.68 9.34 - 267.13%*  .104.34 72.80. 27.65  25.33 . 44,86 -150.41
Workers: (122.62)  (123.91)  (131.63) (116.35) (115.50) (133.69).  (100.67)  (100.74) - (108.77)
Nondislocated - -6,57 -41.38 -74.16 (114540 5593 16517+ 61,69, -48.50 . -119.01%%
Workers. - (49.08)  (48.31)  (55.04) (48.50) (48.82) - (55.56) (41.26) (41.13) - (45 18)

. ' " Definition 2 - B .
g ~ The Same Industry for 12 Quarters Pnor to Fxlmg ;

T S v T3 T4 TS T T1,4 125 T3,6
Dislocated 101.63 50.93  -234.80**  .61,53 80.98 - -141.46 16.42 66.99 "~ +:188.22%% .
Workers . (103.16) - (102.96) (113.48) (100.53) (99.14) (113.32) (86.02) (85.57) = .(93.04)
Nondislocated. . '-3.35  -59.52 -73.28 -125.26%%  .67.34 (14269 6596 6333 T .106.06%x
Workers - (50.81)  (50.05).  (56.81) (50.02) (50.49) (57.58) (42.62) (42.54) (46.70)

, : Defimtlon 3. : E

A : Employed -During Each of the 12 Quarters Pnor to- Fxhng o
TT T2 T3 T4 LTS - ‘T6.1\ T4 T2,5 T36

Dnslocated 100.05 -53.54 L196.11%*  .135.71% 2635 .238.02% 22,62 3930 T 217.03%
Workers - (76.34) (7550 (84.26) (7457)  (73.64) (84.07). (63:72) (63.18 .= (68.98)
Nondislocated  23.84 - 3540 5534 102.34%x 5050 - 88.92 . .64.07 -42.74 71674
Workers - - ;_(‘_56.97) - (s‘q..zo), (63.85) (56.18) (56.97) L (65.01) . . (47.85) (47.85) - (52.57)
*Coefﬁcxent s:gmﬁcant at the' 90 percent conﬁdence level for a two-tail test, - T S
**Coefficient significant at the .95 percent conﬁdence level for a two-tail. test. S T I

#The subggoup ‘treatment xmpact estxmate is 8

level. -

-Table 6-1

Treatment Impacts on Ul Compensatxon in the Beneﬁt Year for Dislocated and Nondislocated Workers

(standard errors in parentheses)

' Definition 1
. The Same Employer for 12 Quarters Prior to Filing

T1 T2 T3 T4 S Ts T2,5

All T's

-13.37
(86.99)

<70.94%+
(35.73)

Al T's
-17.09

(74.36)
74,94+

(36.92)

-AllT’s
- +78.54

(55.00)
-57.93-

1.49)




insignificant. The same pattern holds for weeks of insured unemployment (Table 6-2).
Under the broadest definition of worker dislocation (definition 3), the overall
experimental impaét is larger for dislocated than for nondislocated workers, but the
difference in impacts for the two groups is not statistically‘significant. For the combined
high bonus treatments (T3 and T6), the effect on dislocated workers (using definition 3)
of $217 is statistically significant at the 95 percent confidence level, and the difference
between the high bonus impact on dislocated and nondislocated workers is statisitically

significant at the 90 percent level.

Overall, the results in Tables 6-1 and 6-2 show that the standard errors of the
impact decline and the impact coefficients increase as the dislocated worker definition is
broadened. This pattern is primarily due to treatment 6, which increases from an
insignificant $28 reduction in UI compensation in the first definition to a statistically
significant $238 reduction under the third definition. Only for the broadest definition of
dislocation, i.e., continuous‘emplc')yment for 12 quarters, and for the highest bonus offer,
do the responses for dislocated workers really differ from those of nondislocated

workers.
6.3  Effects by Gender, Race/Ethnicity and Age

In this section, we discuss treatment impacts for population subgroups defined by
three demographic characteristics: gender, race/ethnicity, and age. We first compared
impacts for seven different age groups, each having a 10-year range; but since the only
significant differences where between those below and those at or above 45 years of age,

- we consolidated the age groups into two.
- Mean values of control variables and sample sizes for these subgroups are given

in Table 6-3. The most notable difference in characteristics across groups is the low

level of educational attainment of Hispanics, who average less than eight years compared
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Table . 6'2

Tféatment Impacts on Weeks of Insured Unemployment in the Benefit Year for Dislocated and Nondislocated Workers
- B (standard errors in parentheses) F

Definition 1’ A
The Same Employer for 12 Quarters Prior to Filing

T1 T2 0m T4 TS T6 T1,4 T25 TR6 - AT

Dislocated 0.66 -0.35 -1.30 -0.11 -0.09 048 0.4 021 .000. 022
Workers (0.78) (0.79) (0.84) (0.74) (0.74) (0.86) (0.64) ©.64) . (0.70) . . (0.56)
Nondislocated -0.15 021 . .0.58* -0.70%* -0.28 0.83%*  _0.43% 025 . 0.70%  _0.43%
Workers ~(0.31) (0.31) (0.35) 0.31) . 031) - (0.36) (0.26) (0.26) 0.29)  (0.23)

Definition 2-
The Same Industry for 12 Quarters Prior to Filing

T1 ' T2 . T3 _ T4 TS T6 T1,4 T2,5 . T3,6 All T’s

Dislocated 0.37 0.07 +0.89 035 0.13 0.76 . 0.36 ©0.10 -0.83 ©-0.04
Workers. (0.66) - (0.66) (0.73) (0.64) (0.63) (0.73) (0.55) (0.55) (0.60) (0.48)
Nondislocated -0.17 <034 - 0.66* O -0.84%wg -0.34 0.7 0.51* 0,34 <0.71%* -0.49%*

Workers 0.33) - (0.32) (0.36) (0.32) (0.32) 0.27) {0.27) 0.27) ~(0.30) (0.08)

, Definition 3 ;
Employed During Each of the 12 Quarters Prior to Filing

T T2 T3 T« 15 T6 T1,4 25  T6  AlTs

Dislocated 029 038 = .090% 044 051 -120%* 009 045 LOS* 047
Workers: (0.49) © (0.48) (0.54) 0.48) ~  (0.47) (0.54) (0.41) - (0.40) (0.44) (0.35)
Nondislocated 022+ 022. 060 <0, 7] ** 0.12 0.54 047 017 L 0.57* -0.38

Workers 036" 036) (041 (0.36) (0.36) (0.42) ©3n - 03y - (034) (0.27)

*Coefficient signiﬁéant at the 90 percent. confidence level for a two-tail test,
**Coefficient significant at the 95 percent confidence level for a two-tail test,




Table 6-3

Claimant Characteristics by .Géndef, Race, and Age

Variable Total Male White Black Hispanic  Other Over 45
AGE 3625 3581 36.40 34.54 3437 3541 5349
EDUCATION 12.36 1229 1272 12.84 7.84 10.46 1179
GENDER 0.61 1.00 061 0.65 0.64 062 0.56
BLACK 0.04 0.05 0.00 1.00 0.00 0.27 0.03
OTHER 0.12 0.12 0.00 0.00 1.00 072 0.12
BWAGES 1575923 17889.53 1648206 1401573 963938 11978.03  18240.06
STDWAGE 143907 169145 147010 147210 121445 127670  1584.68
WBA 15324 16510 15702 14526 = 11868 13347 161.85
ENTITLE 26.86 2692 27.11 26.16 24.18 25.53 27.41
WHITECOL 0.35 023 038 034 0.10 022 033
WBAMIN 0.03 0.02 003 004 _ 006 0.05 0.02
WBAMAX 034 045 037 028 0.10 019 0.43
SEARCHEX 022 028 0.23 0.20 0.12 0.16 029
SAMPLE SIZE 15534 9471 13041 695 1036 762 3332

AGE - Age in years.

EDUCATION - Years of formal education completed.

GENDER - 1 if male, 0 if female.

BLACK - 1 if black, 0 if nonblack.

OTHER - 0 if black or non-Hispanic White, 1 otherwise.

BWAGES - UI base period (first four of last five quarters) wages.
STDWAGE - Standard deviation in wages across base period quarters.
WBA - Ul Weckly Benefit Amount.

ENTITLE - Entitled weecks of full UI benefits.

WHITECOL - 1 if previous job was white-collar (DOT 0-3), 0 otherwise.
WBAMIN - 1 if WBA is at the Washington State minimum, 0 otherwise.
WBAMAX - 1 if WBA is at the Washington State maximum, 0 otherwise.

SEARCHEX - 1 if excluded from UI work search requirement, 0 otherwise.




to an average of over 12 years for the full sarnple Hxspamcs also have base period
wages which average only tWO-ﬂ'llI‘dS of the full sample average, and an average Weekly
Benefit Amount (WBA) which is over 20 percent less. Among the 1,036 Hispanics, 83.7 -
percent registered for UI in eastern Washington, and .oVer'half of these had their
prewous job in agnculture Differences for blacks and others in these characteristics are
in the same dlrecuon but are less pronounced These differences could affect measured
changes in UI compensanon In computmg 1mpact estlmates these and other

characteristics are controlled to the extent possnble
6.3.1 Effects by Gender

Dividing the analytic sample into subgroups by gender reveals some dramatic .
differences in characteristics that suggest potentially different responses to the_
reemployment bonus offer. Table 6-3 shows that, on average, males have much higher
base period earnings ($17,890) than females ($12,440), which translates into a higher
average WBA and benefit entitlement period for men. There appears to be no

difference in average age or years of education across gender.

Table 6-4 shows the principal experimental‘ effects for males and feniales. For
males, T3, T4, and T6 have statistically significant effects on both Ul compensation and
weeks of insured unemployment. For females none of the six experimental treatments
show a statistically significant effect, and the coefficients suggest much lower effects on
females than on males. However, use of a pooled regression rnodel falled to dlsclose a

statistically significant differential impact for females from males.

Combining the six treatments into three bonus-level groups, the gender
differences in impact on Ul compensation are sharper, albeit not statistically significant.
For males, the highest bonus multiplier has a strong effect, whereas the effects of the
two lower treatment levels are either negligible or too small to be statistically significant

given the sample size. For females, the impact appears to be smaller, in fact too small
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Benefit Year
Ul Compensation

Weeks of Insured
Unemployment

Male Sample Size
(Control = 1865)

Benefit Yéar
UI Compensation

Weeks of Insured -~

‘Unemployment

Female Sémple Size
(Control = 1217) ’

T1

18.32
(58.44)

.07
(0.37)

© 1372

T1

20.79

(66.24)

-0.02
(0.48)

874

Table 6-4

Treatment Impacts by Gender
(standard errors in parentheses)

Impacts for Males, Treatment group differences from Controls

T2 T3 T4 TS5 Té6 T1,4
-333.27 -104.68* -154.60%* -63.09 -167.46** -71.08
(57.82) (65.01) (57.32) (57.91) (65.47) (48.98)

-0.32 -0, 85%* -0.95%* -0.48 -0,92%x* -0.52*

(0.37) (0.42) (0.37) (0.37) (0.42) (0.31)

1426 971 1468 1417 952 2840

Impacts for Females, Treatment group differences from Controls

T2 T3 T4 TS T6 T1,4
-41.55 -98.91 -46.58 2.84 - ~82.40 -13.72

(65.24) (74.02) (65.30) (64.98) (75.23) (55.49)

-0.18 -0.45 -0.05- 0.11 - -0.43 -0.03

(0.47) 0.54)  (0.47)  (0.47) - (0.54) (0.40)

922 612 919 936 583 1793

Note: The regressions were estimated on the full sample, n = 15,534,

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.

Differences in impacts between males and females are not statistically significant.

T2,5

-48.15
(48.98)

-0.40
(0.31)

2843

T2,5

-19.15

(55:12)

-0.03
(0.40)

1858

T3,6

-135.73%%
(53.42)

-0.88*
(0.34)

1923

T3,6

© -90.84

(60.83)

-0.44
(0.44)

1195

All T’s

-78.86*
(42.47)

0,57 %%
0.27) .

7606

All T’s

-34.86
(47.92)

-0.13
(0.35)

4846




to be statistically significant. When all treatments are pooled into one, the male impact
is statistically significant and more than double the female impact, which again is not

significant.

- The reSults in terms of weeks of insured unemployment are generally stronger for
males, with males éxhibiting,statis'ticélly significant impacts of about one week for
trcaﬁnents 3 and 6. Combining the six treatment groups into the three bonus multiplier
levels shows even stronger results for males. Because of the persistently high impact of
treatment 4 relative to others, the expected progression in impact from lowest to highest
bonus multipliers does not occur. The impact on females is decidedly lower and

statistically insignificant.
632 Effects by Race/Ethnicity

Among industrial states, ‘Washington is somewhat unique in thét it has a relatively
small nonwhite population. In the general_ population, 90.5 percent of Washington
residents are white, and o>nly 2.9 percent are black. In our analytic sample Qf Ul
claimants, 4.5 pe-rcent are black. This compares favorably to the percentage of UI
claimants in the state th: are black (4.4 percent), but is inadequate to generate precise
treatment impact estimates. The Hispanic énd other subg‘roups in ihe analytic saniple

are also too small to generate very precise impact estimates.

The experimental responses in Table 6-5 do not present a clear picture of lower
nonwhite response to the experiment. For compensation in the benefit year, the impact
estimates for whites correspond closely to those estimated on the full sample and listed
in Table 5-4, and th_ere are}n'o statistiéally differeht impact estimates for any treatment
among the race/ethnic subgroups. I‘gnoriné the lack of statistical significance, the results
for benefit year UI compensation suggest that blacks have generally weaker treatment

impacts compared to whites, while Hispanics respond similarly to whites and persons in
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Table 6-5

Treatment Impacts by Race/Ethnicity
(standard errors in parentheses)

Impacts on Ul Compensation in the Benefit Year

T T2 T3 Ta TS T6 T4 T2,5 T3,6  Treatment
Whites 2530 4717 -123.84%  -117.03%  -36.82  -130.32%*  -48.13 4199  -127.05%* 65.84%
: (50.09) (49.26) (55.56) 49.19)  (49.29) (55.76) (41.95)  (41.74) (45.58) (36.27)
J Blacks 7298 263.02 24158 31.08 128.72 102.84 51.83 20021 © 48.00 104.19
]J ©(210.20) (213.32) (252.26) (212.35)  (222.40)  (253.00)  (180.31)  (184.20) (205.53) (159.70)
JJ‘ Hispanics 161.38 -4.10 -73.44 -99.76 61.66  -245.96 22.46 -33.04 -146.86 54.95
|  (174.48) (175.48) (194.69) (169.91)  (173.14)  (214.84)  (145.24)  (146.87) (164.62) (126.51)
'; Others £205.27 -245.86 59.62 - -252.31 104.83  -286.07  -230.39  -172.57 -104.29 -178.31
§ (203.41)  (205.43) (231.26) (200.94)  (199.74)  (240.13)  (169.61)  (170.35) (189.94)  (145.97)
i 5% ,‘ ‘ Impacts on Weeks of Insured Unemployment ‘ ‘
TT T2 T3 T4 TS T6 T1,4 T2,5 T3,6 Treatment
Whites g 0.02. -0.28 072 0.55%  -0.15 0.56 20.27 022 0.64% 0.3
0.32) . (0.31) -(0.36) 0.31) (0.32) (0.36) (0.27) 0.27) ©.29)  (0.23)
Blaks 042 125 095 069  0.11 0.98  -0.55 072 -0.96 0.17
(1.38) (1.36) (1.61) (1.36) (142) - (1.62) (1.15) ~ (1.18) (1.31) (1.02)
Hispanics 033 017  -0.84 o LO7 073 - -1.81 0.54  -0.29 -1.25 -0.55
(112 (1.12) (1.24) (1.09) .1 Q.37 (0.93) (0.94) (1.05) (0.81)
Others ‘ -1.46 221 027 o155 .39 - -2.41 1.51 -1.82* -1.28 -1.57%
(1.30) (1.31) (1.48) (1.28) (1.28) (1.54) (1.08) '(1.09) a2 (0.92)
k Sample- Sizes for Race/Ethnic Sub-Groups ; ’
Control T1. . T2 T3 T4 TS5 ~T6 T1,4 T2,5 T3,6 Treatment
White 2567 1868 1980 1336 991 1977 1322 3859 13957 2658 10474
Black 133 116 110 64 112 96 64 28 206 128 562
Hispanic 217 152 150 108 168 159 82 320 309 190 819
Other 165 110 108 75 116 121 67 226 229 142 597

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.
Differences in impacts among racial subgroups are not statistically significant.




the other racial/ethnic group may have responded even more str__ongly than whites.
- These general findings hold up when treatment impacts on weeks with UI compensation |

are considered.
633 Effects by Age

A reemployment bonus in UI could be used as a pmgram 'tar'geted to. older

workers. This might be particularly adwsable if older workers responded relatrvely a

strongly to bonus offers. To mvesugate if this occurred in WREB the study populatron o L

was divided into two groups, persons less than 45 years of ape and persons 45 and over.
Impacts estimated for the six treatments, the three bonus levels, and an overall treatment A

versus control are presented in Table 6-6.

Treatments 2, 3, 4, and 5 show dramatrcally larger impacts on compensatron for v
the older workers than for the younger group. However, only for treatment 4 1s ‘there a

statistically significant dlfference in treatment impact across the two _age groups.
634 Effects by Gender, Race/Ethnicity, and Age Combined
Table 6-7 displays the results for subgroups partrtloned by age gender and three

race/ethmcrty categories: black, Hlspamc and other (mcludmg white non-Hrspamc)

Thus, there are a total of 12 subgroups (two genders, two ages, and three ethnic

distinctions). A striking result apparent in Table 6-7 is that younger ‘black males respond o

to the average of all six treatments differently from all other subgroups. Small sample -
size prevents placing too much stock in the sizes of the coeff"tcients Howet/er, younger
black males, despite small samples, show statistically significant results opposxte to
expectations. The bonus offer apparently caused members of this group to in crease the
level of compensation they received. On the other hand, older black males respo}nded. 3

similarly to, and perhaps even more strongly than, older white males. The response for
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Table 6-6
Treatment Impacts by Age

(standard errors in parentheses)

- Impacts on CbmpenSatiOn- in the Benefit Year .
Ti T2 T T4 TS T6 T4 T2 T3,6 . AlTs

-45 and Over 22.89 10233 -173.69 -300.35** -81.88 -171.97 -152.19% - 91.46  -172.57* -134.63*
o (99.53) (98.94) (109.11) (94.91) (56.47)- (112.76) (82.09) ° (82.44) (90.43) - (71.25)
Under 45 23.15 -22.39 -83.55 -55.27#4 -24.06 -130.56** -16.65 -23.20 -106.85** -41.75
(51.40) (50.67) (57.54) (50.95) (50.97) (57.83) (43.26) (43.05) (47.19) (37.42)
Impacts on Weeks of Insured Unemployment

Ti T2 T3 T4 TS T6 T1,4 T2,5 T3,6 All T’s

45 and Over 0.21 -0.57 -0.84 ~1.31w* 0.37 - -0.36 -0.62 - --0.46 -0.61 -0.56
(0.64) 0.63) (0.70) 0.61) (0.62) 0.72) . 0.52) (0.53) (0.58) 0.45)

Under 45 -0.08 -0.21 -0.66* - -0.36 0.20 -0.89%* -0.23 -0.20 -0.77**  -0.36

(0.33) (0.33) (0.37) (0.33) (0.33) (0.37) (0.28) (0.28) (0.30) (0.24)

Note: Impacts and differentials were estimated in regression models where a dummy variable U45 took the value of 1 for persons aged less than 45 years, and
0 for persons 45 and over. The regressions were estimated on the full sample, n = 15, 534 The number of claimants coded into each of the age groups was:
under 45, 12,202;and 45 and over, 3, 332

*Coefficient significant at the 90 percent confidence level for a two-tail test.

**Coefficient significant at the 95 percent confidence level for a two-tail test.

#The subgroup treatment impact estimate is significantly different from the estimate for claimants 45 years of age and over for a two-tail tests at the 90
percent confidence level. :

##Indicates  a sngmﬁcant difference at the 95 percent level.




Table 67

Average Treatment Impact
by Age, Gender, and Race/Ethnicity Groups

Oldcr _ Younger

» Paramc;cf ' Standard Samplc Parameter Standard  Sample
Gender, Race Estimate -~ Error . Size Estimate Error Size -

UI Compensation in the Benéfit Yea'rZ

Male, White -208.41%* 100.20 1,689  -65.88 50.68 6,670
Male, Black | -926.76** 47044 77 55TA3*t## 22285 3
Male, Hispanic . 3488 387.56 108  .-163.59. 174.03 555
2 Female, White .. 1946 - 11447 . 1348 . 3183 63.66 4,096
Female, Black -680.79 830.23 28 -28526 28814 218
E Female, Hispanic -76.714 479.62 - 82 116.07 B 241;81’ : 291

Weeks of Insured Unemployment

Male, White 080 064 1689  -0.57* 033 - 6670
Male, Black C sesr 32T 1L97# 143 372
Male, Hispanic 067 261 08 142 112 555
Female, White 025 073 1348 011 041 4096
Female, Black -0.75 531 28 268 1.84 218
Female, Hispanic - 381 2.99 82 1.45 1.55 291

*Coefficient significant at the 90 percent confidence level for a two-tail test.

**Coefficient significant at the 95 percent confidence level for a two-tail test.

#The subgroup treatment. impact estimate is significantly different from the estimate for older white males
for a two-tail test at the 90 percent confidence level.

##Indicates a significant difference at the 95 percent level.

Older: Age s 45 years
Younger: Age < 45 years
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Hispanic males is not statistically significant, but neither is it significantly different from

the response for other males.

The pattern for females is ambiguous. None of k‘the responses by females in any
of the age and race/ethnicity groups were statistically significant. In addition, there were
not statistically significant differences between impacts for any of the female-age-
race/ethnicity groups and older white males. However, sample sizes for some of the
female subgroups were too small to allow any reliable statements to be made as to

effects.

A full interaction model of age, gender, and race/ethnicity was run to test the
effects of each of the six treatments.” The exercise revealed no distinct patterns by size of

bonus offer or length of qualification period.
6.4  Effects by Industry and Occupation

Reemployment bonuses could be targeted to workers released from particular
industries or employed in particular occupations. In the present section we use a broad
aggregation of industries and occupations to give a feel for the potential of industry or

occupation targeting.
6.4.1 Effects by Industry

Treatment impacts and differentials are presented for four groupings of claimants
by industry of prior employment using Standard Industrial Classification (SIC) code
numbers. The groupings are (1) agriculture, forestry, and fishing [0-9]; (2) mining and
manufacturing [10-14, 20-39]; (3) construction [15-17]; and (4) trade and services [40-99].
Differential impacts are presented for the six treatments, the three bonus levels, and an

overall treatment versus control contrast in Table 6-8.
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Table 6-8

Treatment Impacts by Industry
(standard errors in parentheses) .

Imfaacts on Ul Compensation in the Benefit Year o
T T2 T4 TS T6 . . TLE TS5 T36.  AlTs

Mine-Manufac ~ 93.35  -137.72  -308.43%  .17.50  -120.57  -272.85%  35.8  -129.28%  200.71%* -107.91 .
©0472)  (9267) (105.89)  (92.13)  (93.10)  (106.13)  (78.67) ©  (78.40) = (86:34)  (67.90)

Agriculture 4289 164.11  93.00¢  25.44 -12.95 63.23  34.21 71390 T6.76#%  58.06
(169.08) - (176.36)  (197.24)  (170.18)  (171.69)  (190.81)°  (144.68)  (147.41)  (159.21) = (127.34)
Construction . 212.88 = -59.97 13214 -154.63 132.88 76,59 - 15.17 3193 -45.94¢ 599
| . (134.55)  (129.30)  (146.93)  (128.98)  (132.13)  (146.29)  (111.88)  (111.39)  (120.88)  (97.47)
Trade-Service  -60.08  -29.95 90.274  -172.57%*  .51.82 120.71% 1174244 -40.91.  .-109:31%% 86374+
(59.25)  (48.65)  (65.87) (58.59) (58.40)  (67.37) (49.75)  (49.52) - (54.38)  (43.01)
‘ ‘Impac,'ts on 'Weeks of Insured Unemployment ' .
TI T2 ™S T4 TS T6 - TL4  T25  T36 AT
Mine-Manufac ~ 0.26  -0.98* -1L76% .0.12 -0.69 -1.59% 0.06 -0.84* -L6TE 071
i S (0.61) (0.59) (0.68) 0.59) = (0.60) 0.68) . (0.50) 0.50)  (0.55)  (0.44)
Agriculture  0.28 1.33# 0.90# 0.12 - -0.16 -0.06 020 0.5 0.40¢# 0.7
(1.08) (1.13) (1.26) (1.09) (1.10) (1.22) (0.93) (0.94) (1.02) (0.82)
Construction ~ 0.90 -0.47 -0.15 -0.61 - 0.42 -0.31 0.09 -0.05 023 -0.04
: 0.86)  (0.83) (0.94) 0.83) (0.85) 0.94)  (0.72) ©7) - ©ID (062
Trade-Service -0.42 0.15 <069 -0.93%+ -0.25 0.65  -0.68% 020 . -0.66*  -0.49%
. 0.38) (0.38) 0.42) = (0.38) (0.37) 0.43)  (0.32) 0.32) . (035 (0.28)

Note: Claimants were ‘categorized into groups based on the SIC industry group of their principal employer in the quarter prior to- ﬁlmg for UI The
ranges of two-digit SIC numbers defining mdustry groupings are as follows: Mining and Manufacturing, 10-14,20-39; Agriculture, 01-09; Construction, -
15-17; Trade and Services, 40-99. The regressions were estimated on the full sample, n = 15,534. The number of claimants coded into each industry
group was as follows: Mining and Manufacturing, 3,538; Agriculture, 1,082;Construction, 1, 871 Trade and Services, 9,015.

*Coefficient slgmﬁcant at the 90 percent confidence lével for a two-tail test.

**Coefficient significant at the 95 percent confidence level for a two-tail test. :

#The subgroup treatment impact estimate is significantly different from the estimate for claimants whose previous job was in mmmg or manufacturing
for a two-tail test at the 90 percent confidence level,

HHTndinntar  n cimnifinnnt Aiffacanan nb tha OE macnnen ¢ lavenl




For workers employed in mining or manufacturing, there is a pattern of increasing
impact with increasing size of the bonus offer. While both middle- and high-level bonus
offers show large and statistically significant treatment effects on compensation and |
weeks of insured unemployment, there is no discernable difference in impact by length of
qualification period. For the high-level bonuses, treatment effects are sltatistically
different from those on workers in all other industries. In fact, the impact estimates for

workers in agriculture and construction approach zero.
6.4.2 Effects by Occupation

In this subsection, we discuss the treatment effect and differential estimates for six
different categories of occupations. Using the two-digit Dictionary of Occupational
Titles (DOT) codes, claimants were grouped into the following occupation categories:
goods producing [50-79]; professional and technical [00-19]; clerical and service [20-38];
agriculture [40-46]; construction trades [80-89]; and miscellaneous occupations [90—97].
Impact and differential estimates for the six treatments, the ,thi'ee bonus levels, and an

overall treatment versus control effect are reported in Table 6-9.

Comparing the impact results by occupation and by industry provides a striking
contrast in that the dominance of manufacturing in the industry subgroup analysis is not
repeated for goods producing occupations. In fact, the pattern of re'sults; emerging from
Table 6-9 is weak and ambiguous. The groups whose Ul compensation démonstrated
the strongest responses were claimants who had jobs in clerical or service occupations

and the variety of miscellaneous occupations. Clerical and service workers responded

strongly to the high bonus offers, especially to the one with the long qualification period, -

treatment 6. The results for weeks of insured unemployment were even weaker than for

dollars of Ul compensation (see Table 6-9).
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Table 6-9 '

Treatment Impacts by Occupation
~ (standard errors in parentheses)

Impacts .on Ul Compensation in the Benefit Year

T1 T2 T3 T4 TS T6 T4  T25 T3,6 All T's

Goods Producing  91.4 91.6 715 2748 -16.4 66.8  -107.2 38.1 73,0 -43.5
| C(85) (113.9)  (126.8)  (112.9)  (119.0)  (13L7) 1) (865  (1054)  (83.9)
Professional/ -16.6  -144.9 -58.3° " -148.9 14 -122.9 857 . 22 886 -81.2
Technical - . (115.5)  (113.2)  (123.2)-  (lL12.7)  (109.7)  (128.1) (96.5) (94.9)  (103.3) (83.0)
Clerical -52.2 429 - -116.8 -13.1 181 1737 32,0 -30.8 -145.1% -58.8
» - (82.4) (80.4)  (93.9) (80.9)  (81.4)  (93.9) (68.9) (68.5) (76.2) (59.6)
Agriculture 100.9 89.2 4.1 -79.6 462 -1487 - 122 66.1 74.4 10.5.
2 (169.2)  (176.5)  (199.2)  (171.0)  (172.5)  (196.5)  (144.5)  (147.1)  (161.1)  (126.5)
Construction 67.4 -48.9 10.1 7.5 . 49.8 587 . 29.1 2.1 -23.6 4.3
(112.8)  (110.9)  (125.7)  (111.3)  (113.9)  (127.2), ©95.4)  (95.6)  (104.0) (83.4)

Miscellaneous 30.8 549 25420 |163.8  -223.6% -149.3 °  66.7 -142.4 -199.2%%  .128.2

(1082)  (110.9)  (123.5)  (107.9)  (107.9)  (120.6) ©O1.1) ©1.8) - (99.6) (8.9
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Table 6-9
( Continued)

Impacts on Weeks of Insured Unemployment

T T2 T3 T4 TS T6 T1,4 T2,5 6 Ans

Goods Producing 0.32 0.00 -0.86 2.01% 915 -0.06 -0.94 -0.08 049 -0.50
©.76) . (0.73) 0.82) (0.73) (0.74) (0.85) (0.62) ©62)  (0.68) (0.54)

Professional/ -0.35 -0.75 -0.26 -0.61 0.30 -1.10 048 0.19 - 966 0.42
Technical 0.749) (.73 (0.79) (0.72) 0.71) ©0.8) - (.62 (0.61) (0.66) (0.53).
Clerical -0.32 -0.21 -0.89 0.00 -0.04 -0.87 -0.15 -0.13 -0.89* -0.32
(0:53) (0.52)° (0.60) (0.52) (0.52) (0.60) (0.44) 044 (0.49) (0.38)
Agriculture 0.41 0.56 1 -0.42 -0.72 031 - 140 “-0.16 0.10 -0.93 -0.25
(1.09) (1.14) (1.28) (1.10) (1.1 © (1,26 (0.93) 095 . (1.04) (0.81)

Construction 0.16 -0.42 0.19 0.19 0.18 9.0 0.18 -0.14 0.08 0.04
- 0.73) 0.7y (0.81) (0.72) 0.73) (0.82) (0.61) ©61n - (.67 (0.54)
“Miscellaneous 0.16 0.16 --1.20 -0.75 B P T L -0.76 -0.29 | 0.50 -0.97 -0.60

(0.70) - (0.7 "(0.79) 0.69) (0.69) (0.78) - (0.59) (0.59) .. (0.69) - (0.51)

Note: Using the two-digit Dictionary of Occupationa] Titles (DOT) codes, claimants were grouped into the following occupation categories: . goods

_producing [50-79];professxonal and technical [00-19]; clerical and service [20~38];agri‘ctllture [40446];construction trades [80-89]; and miscellaneous

occupation group was ag follows: goods pfoduclng n= 2,32l;professional and technica] n = 2,469; clerical and service n = 4,6_04;agriculture n=
1,038;construction trades n = 2,496; and miscellaneous Occupations n = 2,606. . o

*Coefficient significant at the 9¢ percent confidence leve] for 4 two-tail tesi,
**Coefficient significant at the os percent confidence: leve] for a two-tai] test,




6.4.3 Effects of Gender, Race/Ethnicity, Age, and Iln‘dustqr‘Combined’

Table 6-10 drsplays the experimental impacts on subgroups deﬁned by gender.
race/ethnicity, age, and mdustry The results presented are. for the average treatment
impact. The groups have all been deﬁned dichotomously on each characteristic; that is,”
two genders, two races (black/hrspamc and other), two ages (under 45 and 45 plus), and

two industries (mining/manufacturing and other). -

From Table 6-10 it can be seen that young blacks, both male and female,’ in.
manufacturing or mining either did not respond to the expe rimental treatment, or may
even have responded by lengthemng their spell of unemployment. This anomalous '_ |
response to the expenmental treatment is even clearer when the mteractxon analysrs
includes base perrod earnings as a factor. White females both young and old m |
industries other than mrmng or manufactunng also failed to respond to the treatment

There is no clear explanatlon for the particular mdustry onentatron of the response

6.5  Effects by Base Period Earmngs Combmed with Efft,cts by Age Gender and
Race/Ethnicity Lo

After some experimentation with the distribution of base period;earnings' (BPE), ..
it was found that the strongest response differences occurred for those above and below:.
the 66 2/3 percentile for the full sample. In other words, those vWith earnings in the. 'top' 2
third of the earnings distribution (BPE above $17,366) responded drfferently from those
in the lower two-thirds. Table 6-11 shows average treatment 1mpacts for the three T

different two-way comparisons of earmngs with age, gendel., vand.race/ethmcnt_y. v

! We also analyzed the combined interactions for gender, race/ethmcrty, age, oecupauon, and mdustry
In this five-way interaction analysis, no differential effects by occupation were detected. Since this. analysns
did not provide any additional information over that in the four-way interaction analyStS, the: results are not -
included in this report. v ;
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Table 6-10

Average Treatment Impact
. by Age, Gender Race/Ethnicity, and Industry Groups

Older ' o Younger

v - Parameter Standard ‘ Parameter Standard
Gender,Race, Industry Estimate  Error .- Estimate Error

Ul Compensation in the Benefit Year

Male, White, non-Manu ‘ -255.0** 1179 ST 60.0
Male, Wlnte, Manu . . -1346 1889 -63.2 94.6
Male, Black-Hlsp, non-Manu -14.4 321.0 -29.0 1582
Male, Black-Hlsp, Manu 3933 N2 32354 286.2
Femalc, Wlnte, non-Manu 146 3## ' 1264 ’ 15.8# - 68.5
Female, White, Manu | TI82% #2562 -32130 179.5

* Female, Black-Hisp, non-Manu 5704 ' 5486 -260.2 204.5
Female, Black-Hlsp, Manu ' -199.1 619.2 TI9.2*## 409.2

. , © Weeks of Insured Unemployment

Male, White, non-Manu 069 0.76 -0.75* 0.39
Male, White, Manu -1.24 121 -0.13 -0.61
Male, Black-Hisp, non-Manu -0.52 2.06 -0.65 102

_ Male, Black-Hisp, Manu -1.84 495 045 1.84
Femaiq, White, non-Manu ' 111 0.81 oz 0.44
Female, White, Manu : 4.39%## 1.65 22324 115
Female, Black-Hisp, non-Manu » -2.63 3.52 - -1.95 1.31
Female, Black-Hisp, Manu o an 3.98 621%*## 263

“* Coefflicient significant at the 90 percent confidence level for a two-tail test.

** Cocfficient significant at the 95 percent confidence level for a two-tail test.

# The subgroup treatment impact estimate is significantly different from the estimate for oldcr white males
in nonmanufacturing industries for a two-tail test at the 90 percent confidence level.
## Indicates a significant difference at the 10 percent level.

Older: Age = 45 Xeats _
Younger:- Age < S5 years
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" by Base Period Earnings (BPE), Age, Gender, and Race/Ethnicity
. (standard errors in parentheses)

]

Tab_le 6-11

Average Treatment Impacts

Interaction
Variable . ’ . Hign BPE . "Low BPE
Ul Compensatlon in the Benefit Year v o
Older 22054 7387
(Age= 45 (11139) o . (9231)
Younger - 28.09# S S 47454
(Age < 45) (67.11) @5429)
Male -48.90 | A1LTT
(6542) - -~ (5534)
Female 254 : <5280
S a1y . (19438)
Not Black or -40.11 | 85.95%%
Hispanic (59.05) : (4339)
Black or 136 2449
Hispanic (245.00) (295.54)
Weeks of Insured Unemployment |
Older 0926 0302
(Age = 45) (0.718) | - (059)
Younger - - 0.197 ) <2401
(Age < 45) (0433) (1639)
Male 0232 | | -0.850%*
(0.420)- . (0356)
Female 0.517 : -0.417 -
N (0.765) (1.249)
Not Black or -0.010 B 1 SR
Hispanic (0379 - - - (1.898)
Black or 1615 184
Hispanic (1573) N (1.898)

* Coefficient significant at the 90 percent confidence level for a two-tail test.

** Coefficient significant at the 95 percent confidence level for a two-tail test.

# The subgroup treatment impact estimate is significantly different from the estimate for older males with a
high BPE for a two-tail test at the 90 percent confidence level.

High BPE: Top 1/3 of BPE distribution.
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Although low earning males was the strongest responding earnings/gender group, the
differences among the four earnings/gender groups were not statistically significant.
Similarly, although the nonblack/non-Hispanic lower earnings group was the strongest
responder among the earnings/race groups, there were no statistically significant

differences among the four earnings/race groups.

There are statistically significant differences in bonus offer impacts on
compensation by earnings and age. (See Table 6-12.) For the average of the six
treatments, impacts on Ul compensation drawn by high earnings/older workers and low
earnings/younger workers were very strong. Even though only two of the treatments (T4
and T6) are statistically significant, the size of the coefficients indicate that low
earnings/young claimants might have been the strongest responding group. On average,
high earnings/young claimants did not respond to the experimental treatment, and their
response was statistically different from that of the other earnings/age groups. However,

this group might have responded to the high bonus treatments.

What could account for these differences in response by earnings and age? It is
probably the case that the bonus offer elicits the strbngeSf response where there is room
for response, i.e., where job search prior to the bonus offer is subbptimal. The high
earnings/older workers might be dislocated workers whose strong response is possible
because of a discouraged worker syndrome that provides an opportunity for incentives to
change job search behavior. The low earnings/young workers may be those not yet
strongly attached to the workforce who can be encouraged to increase job search.
Furthermore, the high earnings/young workers may be those most strongly attached to
the workforce, who are already maxmnzmg their job search effort, and whose job search

behavior cannot be successfully increased by a reemployment bonus incentive.
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Table 6—12

- Treatment Impact by Age and Base P*enod ‘Earnings

. " Older B v Younger
Base Period . — _ .
Earnings Parameter Standard Parameter Standard
Level Treatment Estimate Error Estimate Error
High BPE =~ Ti1 .56 L1538 188.5%* 94.16
T2 , -109.2 157.52 56.3 - 89.84
T3 S 2300 0 17931 -107.9 © 0 102.28
T4 : -539.1%% 145.48 - -37.84# ... 90.83
TS ‘ " -105.3 147.52 113.1 9129
R T6 o 347.2% 0 17642 -108.8. .- . 100.72.
Lower BPE -  T1 S 9s 12998 . 2411 - . 35K17
T2 , -106.4 126.50 227.4 1 356.42
™ - . -1394- - 13722 2907 . . . 403.33 .
T4 -108.2## 124.58 -1001.8%*## 334.90
™ - 689 126.57 - -3484 - .. 33930
T6 L -15.6- 145.63 -T14.1% 400.95
. Weeks of Insured Unemploym:m
High BPE T1 0.28 0.99 0.92 0.61
T2 -0.84 1.02 0.32 0.58
T3 -1.14 ; 1.16 0.51, 0.66
T4 -2.44%* A 0.94 -0.06## 0.59
TS ' _ -0.38 . 0.95 0.70 0.59
T6 © L 0.93 114 -0.54 0.65
Lowér BPE T1 ' . 0.04 . 0.84 097 2.26
T2 : 0.44 0.82 - 2.04 : - 230
T3 -0.69 0.89 - -1.83 2.60.
T4 L0398 0.80 - -4.99%*} 2,16
T5 ; -0.40 - 10.82 -1.73 2.19

T6 C019 0.94 - 259 . 259

* Coeffici et significant ‘at the 90 percent -confidence level for a two-tail test.

** Cosfficient significant at the 95 percent confidence level for a two-tail test.

# The subgroup treatment impact estimate is significantly different from the estimate for oldef ‘males with
high BPE for & two-tail test at the 90 percent confidence level.

## Indicates a significant difference at the' 95 percent level The ¢-statistic listed in thls tablé is for the total
sub-group treatment impact.

High BPE: Base Period Earnings at or above $17,366.
Lower BPE: Base Period Eamings below $17,366.
BPE: $17,366is the BPE for the claimant at the 67th percentile in the distribution of BPE.
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6.6  Experimental Effects by Location and Economic Conditions

In this section, we examine the results to dctermine if loyc'a'tki’on has an influence
on experimental outcome. Three separate analyses are undertaken--by geograpilic area
in the state, by the rate of unemployment in the county of filing at the time each
claimant files for benefits, and lastly, by the rate of growth of employment in the county
at the time of filing. For each analysis, the 21 JSCs are divided into three groups. The
locational effects are described below, and the placement of each JSC in one of the

three groups for each of the three analyses is shown in Tab]e‘6¥i3.
6.6.1 Effects by Location in Washington

In considering the initiation of a state-wide bonus offer program, it is important to
know if significant regional differences in response to the program can be expected. The
map of the State of Washington provides the basis for an obvious division of the state
into three areas. The Cascade Mountains unquestionably divides the state into a western
and eastern region--the geography, climate and economic structures of the two parts of
the state differ considerably, with the west being co_astal, mountainous and industrial,
while the east is dry, flat and agrarian. Further, within the western region, the Seattle
Metropolitan Area is the modern, cosrnbpolitan industrial sector, heaVily influenced by
the Boeing Aircraft Company, while the remainder of western Washington is more

sparsely populated with smaller towns and cities and dominated by the timber industry.

Table 6-14 displays the experimental results for each of three areas of the state:
the Seattle Metropolitan Area, the rest of Washington west of the Cascades, and
Washington east of the Cascades. The effects of the experiment on compensation are
quite similar in Seattle and eastern Washington. Responses in western Washington
excluding Seattle are weaker than in the’other two areas, but none of the differences are

statistically significant. The effects of the experiment on weeks of insured unemployment




Table 6-13

Geographic, Unemployment, and Employment Growth Data
on Washington Job Service Centers

' ' ‘ , . Employment
Job Service Region of TUR Employment Growth
Center Washington TUR . Category ~ Growth Rate. Category
Aberdeen WESTXSEA 95  HIGH 04  NEGATIVE
Auburn SEATTLE 47 oW 13 HIGH
Bellevue ' SEATTLE 35 LOW 12 HIGH
Bellingham WESTXSEA 66 MODERATE o.fi LOW
Bremerton WESTXSEA 50 Low 06 LOW
Cowlitz County WESTXSEA 75 HIGH 0.7 LOW
Everett ' SEATTLE 54  MODERATE 15 HIGH
Lewis County WESTXSEA 8.0 HIGH 0.8 LOW
Lynnwood SEATTLE 43 LOW 14 HIGH
Moses Lake EAST 9.7 HIGH 09 LOW
Mount Vernon WESTXSEA . 66 MODERATE 0.5 LOW
North Seattle SEATTLE 40 LOW 11 HIGH
Olympia WESTXSEA 59  MODERATE 08 LOW
Rainier SEATTLE 61  MODERATE L1 HIGH
Renton SEATTLE 44  LOW 11 HIGH
Spokane EAST 53  MODERATE 0.1 LOW
Sunnyside EAST 106 HIGH : 07  NEGATIVE
Tri-Cities EAST 80 HIGH 09  NEGATIVE
Walla Walla' EAST 68 MODERATE 19  NEGATIVE
Wenatchee EAST 93 HIGH 55 HIGH
HIGH

Yakima EAST 16 HIGH 3.1

TUR: Total Unemployment Rate

Employment Growth Rate: The mean percentage change in area employment in thc two months after

experimental claimants filed for benefits.
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Table 6-14

Treatment Impact by Location in Washington

West Washington

In Seattle Except Seattle East Washington
Parameter Standard Paramcteif " Standard ~  Parameter Standard
Treatment Estimate Error Estimate Error Eistimate Error

UI Compensation in the Benefit Year

T1 29.26 64.03 78.01 103.56 -36.12 83.36
T2 -48.61 63.19 7525 102.56 -98.92 82.26
T3 <7937 71.76 -4.32 111.55 -197.40** 94.18
T4 -143.12%* 62.51 50.02 10203 -161.81** 82.76
TS -24.23 62.91 -142.45 105.55 -381 81.34
T6 ; -187.71%* 72.79 -22.55 116.84 -146.81 9232
T14 ' -60.58 53.63 6330 86.58 -99.68 70.01
T2,5 -36.30 5352 -2834 8727 -50.42 69.25
T3,6 , -132.37** 59.07 -12.41 93.41 -171.29** 76.12
All T’s -68.82 46.65 10.14 74.68 -98.76 60.23
Weeks of Insured Unemployment
T1 ; 021 041 0.21 0.66 , -).66 0.53
T2 : -0.13 0.40 045 066. - . -092* 0.53
T3 040 046 012¢% 0.71 -1.68**# 0.60
T4 -0.57 0.40 047 11 065 -1.28%* 053
TS5 -0.08 0.40 -0.59 0.67 -0.35 0.52
T6 -0.94** 047 030 0.75 .84 0.59
T1,4 -0.20 034 034 ¢ 0.55 -0.97** 045
T2,5 -0.11 034 -0.05 0.56 -0.63 0.4
T3,6 -0.66* 0.38 -0.08 0.60 -1.25%* 0.49
All T’s. -0.28 0.30 0.09 048 -0.91** 0.38

SEATTLE: Auburn, Renton, Lynnwood North Seattle, Rainier, Everett, Bellevue. '
WESTXSEA: Bellingham, Bremerton, Mount Vernon, Olympia, Lewis County, Aberdeen, Cowlitz County
EAST: Spokane, Moses Lake, Wenatchee, Yakima, Tri-Citics, Walla Walla.

* Coefficient significant at the 90 percent confidence level for a two-tail test.

** Coefficient significant at the 95 percent confidence level for a two-tail test.

# Impact estimate for claimants filing in a Seattle office is significantly different from the estimate for
claimants filing on other regional offices for a two-tail test at the 90 percent confidence level.

T Impact for claimants filing in a West-X Seattle office is significantly different from the cstlmatc for -
claimants filing in an East office for a two-tail test at the 90 percent confidence level.
11 Impact for claimants filing in a West-X Seattle office is significantly different from the estimate for
claimants filing in an East office for a two-tail test at the 95 percent confidence level.
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différ more between the areas, with the weak response in weStern Washington' more
apparent. Treatment 3 response is srgmﬁcantly larger in eastern Washmgton than i in R
either of the other two areas, and Treatment 4 response is greater in eastern than in

western (excluding Seattle) Washington.
662 Effects by Total Unerriplomentznate (TUR) in the area

It was 1mportant to détermine if differences in economic conditions result in N
dlfferent responses to the expenment Such differences rmght suggest that a bonus offer“
program should be trlggered on and off as the economy changes. We measured

~ economic conditions in two ways, first by the level of the unemployment rate '(namely,
the Total Unemployment Rate (TUR) ‘and second by the rate of growth of employment
in the area. Both relate to the level of opportumtles in the area at the time of ﬁlmg for -

benefits.

Theory does not prov1de sound guldance as to expectatlons in this regard Poor
economic conditions may mean that many job ‘'seekers are drscouraged and do not put
forth maximum eéffort to find a 'job, grvmg room for a bonus offer to change behavror On
the other hand, good economic conditions provides better opportunities for mdtvrduals to

find jobs if they choose to search.

* The first measure of economic opportunity is the TUR, defined for purposes of
this analysis to be the TUR in the county in the month of filing for each treatment— -
enrolled filer. A TUR is calculated for each JSC, representing the average TUR over all»
the enrolled filers in that JSC. Table 6-15 shows the 1mpllcatlons of dlvrdmg the 21 JSCs
into three groups, depending upon the average TUR at the time of filing in the county in
which the JSC is located. (See Table 6-13 for list of JSCs) ‘The median TUR was 6.6
percent, and it ranged from a low of 3.5 percent in Bellevue to a high of 11.6 percent in
Yakima. The three groups were formed rather arbltranly, lookrng for natural breaks 1n
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the sequence of TURs across JSCs. We designate low TUR as being less than or equal
to$5 percent,‘ moderete TURs as being greater than 5 percent but not greater than 7
percent, and high TURs being over 7 percent.

According to Table 6-15, TUR seems to make a signiﬁcémt difference in eliciting
response to the experiment. Ul compensation declmed most strongly in areas
experiencing low TURs at the time of filing. Five of the six treatments had stattstlcally
significant responses in these areas. When treatments are combined across qualification
periods, almost all of the treatment grou,psb displayed statisttcally significant differences

across TUR levels.

The results in weeks of insured unemployment were not nearly as strong as those
displayed in Ul compensation. The low TUR areas had statistically significant responses,
which were larger than those in areas with higher TURs. However, none of the

differences in response to treatments across areas were statistically significant.

I.ocatiorially, most of the low TUR JSCs were in Seattle, but the medium and
high TUR areas were regionally mixed, as seen from the following tabulation showing
the distribution of JSCs by location and TUR:

| TUR |

Low Moderate High Total

Seattle 5 2 0 7 |
Other West 1 3 3 7
Bast 0 2 s
Total 6 7 s 2

Although somewhat correlated with location, the differences exhibited in response. by

TUR cannot be primarily attributed to location. -

143




Table 6-15

Treatment Impact by Total Unemployme nt Rate (TUR)
(standard errors in parentheses) - :

Treatment o B LowTUR l\‘/Iodcs:rat_e“'I'URa B . ngh TUR
TT o 11492 120.43%# # 12
: o . - (786)) e (71269) ~(8761)
v R -180.65** . 6592## . - 199
| | * (76.96) | (72.17) | 86.74)
™ S 19824 1679 -93.26
| (8690) g (80.87) L (99.02)
T4 -306.90** 15.28## 443044
o (76.51) Mz (87.66)
T amee B7.09## 7675
P » o (7697) o (71.86) - (8104)
T6 o L 29736%* L -59.94## ' 440144
: (87.62) (82.41) o (98.99)
T1,4 ' 21552 55.96## 1292##
(65.64) (5085 (1387)
5 . . . 15748 I6.58## 3111
o (6530) (50.90) (7339)
6 =~ O 4724 |  3774## -68.53#
(71.50) (6668) - (80.72)
AllTs -201.45%* C a407## -26.52##

(56.89) NG ) B (63.63)

*Low TUR = =5 peréent' Moderate'TUR =5 percent < TUR <-7 percent; High TUR = > 7 percent.

* Coefﬁclcnt srgmﬁcant at the 90 percent conﬁdcnce level for a two-tail test.

** Coefficient significant at the 95 percent confidence level for a two-tail test.

# Impact estimate for claimants filing in"a Low TUR office is significantly different from the estimate for
claimants filing in Moderate or High TUR offices for a two-tail test at the 90 percent confidence level. -

## Impact estimate for claimants filing in a Low TUR office is significantly different from the estimate for .
claimants filing in Moderate or High TUR ofﬁces for a two-tail test at the 95 percent confidence level.

144




6.6.3 Effects by Rate of Employment Growth in the Area

Employment growth is uniquely defined for this analysis to be the mean
percentage change in employment in the county of filing for each treatment-enrolled filer
0v¢r the two month period starting with the month of filing. Thus, the employment
growth rate defines the new_emiyloyment bppdrtunities facihg each filer at the time of
filing. for each JSC, an employment growth rate is calculated as the average over all the
treatment-enrolled filers at that JSC. The median employment growth rate over the 21
JSCs was 0.85 percent, and it ranged from -1.9 percent in Walla Walla to a high of 5.5
percent in Wenatchee. The 21 JSCs were divided into three groups as follows: those
JSCs in which filers on average experienced negativ/e;clhange in employment over the two
months following filing, those JSCs in which filers on average experienced positive
growth less than 1 percent over the two month period, and those JSCs in which filers on
average experienced growth of 1 percent or more, over the two-month period. (See
Table 6-13).

The emerging picthre. is not as strong for employment growth as for the
unemployment rate, as very large coefficients in the low growth areas are negated by
high standard errors, resulting in only one of the six treatments in low growth areas
eliciting statistically 51gn1f1cant responses. See Table 6-16. Four of the six treatments in
hlg]h growth areas showed statistically 51gn1f1cant responses. Although the coefficients
indicate greater response in low growth areas, the differences between responses in high
and low growth areas were not statistically significant. Areas in which growth actually
declined, however, did seem to be associated with lower response. High bonus offer
treatments (Treatments 3 and 6) elicited large, statistically significant, responses in both_
UI conipensation received and weeks of insured unemployment in bbth low and high
growth areas. Declining areas had no statistically significant responses, but the

differences were statistically significant in only a few treatments.
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_Table 6-16 -

Treatment Impact by Employment Growth in Area

High Growtlf Low Growth‘ _ Negative Growtl®
Parahictcr ) Standard ﬁ Parameter Standard  Parameter Standard
Treatment Estimate Error- Estimate Error Estimate ‘Error -
T1 3836 6094 1657 157.42. 12124 7123
T2 - 11503 . 60.01 -14426. 160.83 99.35## 76.54
T3 : -121.68* - . = 68.08 -195.05 - 179.84 -59.79 85._31
T4 -14542** 6026 16982 15721 -65.12 74.82
TS 3184 6086 I 15634 285 7415
Té -121.53* 6819 417.83** 17507 -10408 8817
T1,4 -92.91* 5117 9300 133.44 2'2.78” | 6428
T2,5 -71.38 51.07 -146.07 13433 41.53 63.94
T3,6 -121.61** 5571 -311.07** 145.35 -80.79 | 70.76
All T’s -94.38** 44.24 -168.28 116.14 4.79 55.72

2Growth is defined as percentage change in Employment in the county in the two months after filing. ,
Negative growth = < 0.0 percent; Low growth = 0.0 percent < growth < 1 percent; High growth = = 1
percent. .

* Coefficient significant at the 90 percent confidence level for a two-tail test.
. ** Coefficient significant at the 95 percent confidence level for a two-tail test. ‘
# Impact estimate for claimants filing in a High growth office is significantly different from the estimate for
claimants filing in a Low or Negative growth office for a two-tail test at the 90 percent confidence level.
## Impact estimate for claimants filing in a High growth office is significantly different from the estimate
for claimants filing in a Low or Negative growth office for a two-tail test at the 95 percent confidence level.

6.7  Summary of Results for Subgroup Analyses

In this chapter we have estimated and compared WREB treatment impacts for a
variety of population subgroups. This exercise has provided a deeper understanding of
the effects of the bonus offer and laid a foundation for using WREB as a basis for an

incentive policy. We have measured bonus impacts for potential policy target groups,
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and highlighted possible biases toward certain population subgroups. This chapter
includes subgroup analyses by worker dislocation status, gender, race/ethnicity, age,

industry, occupation, base period earnings, and WREB interview procedure.

Defining worker dislocation based on recent attachment to the labor force, under
a narrow definition of attachment to an employer or an industry, the treatment impact
estimates are generally neither significant for dislocated workers ho‘r different from
nondislocated workers. Using a broader definition of worker dislocation--being
continuously employed in recent years--the high bonus treatments had large and
significant effects for dislocated workers which were also significantly different from
impacts for nondislocated workers. Thus, there is statistical evidence that claimants with
continuous work histories respond more strongly to a high bonus offer than do workers
without such work histories, but these results do not hold for dislocated workers defined

more narrowly.

Males showed a significant response to WREB bonus offers while females did not,
and even though the differences in treatment impacts across gender were large in

magnitude they were not statistically significant.

For compensation in the benefit year, the impact estimates for whites correspond
closely to those estimated on the full sample, and there are no statistically different |
impact estimates for any treatment among the race/ethnic subgroups. While not
statistically significant, the results suggest that when offered a reemployment bonus,
blacks respond less than whites, Hispanics respond similar to whites, and persons in the
other racial/ethnic group (American Indians, Asians, Eskimos, and Pacific Islanders)

respond even more strongly than whites.

Older claimants (aged 45 and over) drew an average $135 less in UI over the
benefit year in response to the WREB offers. This impact estimate is statistically

significant, but because of high variation in the impact it is not significantly different
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from the ‘treatment response for younger workers (under 45). Treatments.2, 3,4, and 5
all had much larger impacts on compensation for the older workers, bt only for-

treatment 4 was the difference from younger workers statistically significant.

In the analysis of impacts by industry of prior.employment, high bonus offers led
to large and statistically significant treatment-impacts by persons previously employed in*
mining or manufacturing. In magnitude, the impacts were more than twice as large as
those estimated on the full sample; and were statistically different from the impacts on -
claimants from other industries. Furthermore, claimants previously employed in mining.
or manufacturing is the only subgroup examined to exhibit a'consistent pattern of .

increasing treatment impact with increasing size of the cash bonus offer.

In a full interaction analysis of impacts by age, gender and race/ethnicity; the
average treatment response of younger black males is very different from the response of-
all other subgroups. Despite the small sample size, younger black males showa
statistically signiﬁcant:response which is opposite to expcctations. The bonus offer -
apparently caused members of this group to increase the level of compensation they
received. Adding industry of previous employment to the full interaction analysis
yielded results similar to the above: young black or Hispanic males and females in
manufacturing either did not respond to the experimental treatment, or may have
responded by actually lengthening their spell of unemployment. Other subgroup

responses were not significantly different from one another.: -

Using base period earnings as a factor for comparing treatment impacts, we found
statistically significant differences in impacts by earnings and age. The average impact
on Ul compensation drawn by high earning/older workers and low earning/younger
workers were very. strong. However, high earning/young claimants did not respond to
the experimental treatment, and their response was statistically different from that of the
other earnings/age groups. When distinguished by earnings and either race/ethnicity or

gender, the results are ambiguous. Low earning males and low earning nonminorities
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showed a statistically significant average treatment response. However, none of the
differences between the earnings/race, or earnings/gender groups were statistically

significant.

The differences in response by earnings and age probably cccur because the
bonus offer elicits the strongest response where there is room for response, i.e., where
job search prior to the bonus otfer is suboptimal. The high earning/older workers might
be dislocated workers whose strong response is possible because of a discouraged worker
syndrome that provides an opportunity for incentives to change job search behavior. The

_low earning/young workers may be those not yet strongly attached to the workforce who

can be encouraged to increase job search. Furthermore, the high earning/young workers
may be those most strongly attached to the workforce, who are already maximizing their
job search effort, and whose job search behavior cannot be successfully increased by a

reemployment bonus incentive.

In considering the initiation of a state-wide bonus offer program, it is important to
know if significant differences in response to the program can be expected by region or
by an area’s economic condition. The latter is particularly useful for designing a
program that would be triggered by specific economic events. Geographically,

Washington can be easily depicted as comprising three major areas: Seattle, the rest of

Washington west of the Cascades, and eastern Was‘hington. The regional differences,

though not overwhelmingly strong, did indicate a tendency for there to be lower
responses in western Washington (excluding Seattle) than in Seattle or in eastern

Washington. Differences due to economic conditions in the area were more pronounced,

with strong responses in both compensation and weeks of insured unemployed occurring
in areas with low unemployment (measured by the Total Unemployment Rate at the

time each claimant filed for UI benefits). In compensation, the differences in response

between areas with low unemployment rates and other areas was statistically significant.
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CHAPTER 7
EXPERIMENTAL EFFECTS ON OTHER ECONOMIC OUTCOMES

The intended effects of the bonus offer program, to reduce unemployment and to
reduce the amount of Ul compensation paid to claimants were studied in Chapters 5 and
6. Other possible effects of the experiment on economic outcomes, some intended and
some unintended, are studied in this chapter. Two unintended negative effects would be
a reduction in earnings that could result from taking poorer jobs than would have been

taken without the bonus offer, and a loosening of attachment to the separating employer

in cases where the employer intended to recall the separated claimant.

Other possible secondary effects of the bonus offer investigated in this chapter
are: (1) union affiliation and placement through union hiring halls, (2) use of

employment services provided through the Job Secrvice Centers, (3) intensity of job

search efforts, (4) job turnover, (5) becoming self-employed, and (6) contribution to

household income by the participating claimant.

7.1  Effects of the Bonus Offer On Post-Filing Earnings

The following question needs to be addressed regarding the effect of the bonus

offer: To the extent that the bonus offer encourages claimants to obtain jobs sooner
than they otherwise would, are the job%better or worse than they would have obtained

or kept without the bonus offer? Job search theory suggests that if search had been

optimal before the bonus offer, then speeding reemployment implies taking jobs that are
somehow less than optimal. Jobs may be compared across many characteristics, as job
satisfaction depends upon more than simply the wage, but data on other aspects of job
satisfaction are not available to us. In fact, the only data available from administrative
records for wage comparison are total quarterly earnings. For the post-termination

earnings analysis, the full quarter after the quarter in which the claimant terminated
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receipt of UI benefits is used. To analyze the change in earnings the full quarter before

the quarter in which the claimant filed for benefits is also used.!
7.1.1 Overall Effects on Earnings

Table 7-1 shows the effect of each of the six treatments Oﬁ quarterly earnings in
the first full quarter after terminating benefits for those claimants who obtain post-filing
jobs. The model was run on the 1_0,099 claimants who were either in a treatment or
control gr0up,.terminvated benefits before exhaustion, and had wages in the UI Wage File
in both the full quarter before filing and the one after terraination of benefits. The
model vuses the. control set in Appendix F and an additional control variable for earnings
in the full quarter prior to filing for benefits. This variable is added to compensate for
any differences among treatments in post-termination wages that are related to

differences in pre-filirig wages.

| As reported in the top row of Table 7-1, for all claimants the bonus offer does not
significantly affect earnings. In spite of the small but consistently negative impacts on |
earnings, the lack of statistical significance persists whether impacts are examinedvby
individual treatmerit, by bonus level, or as an avérage across all treatments. In other
Words we find nb evidence that the bonus offer leads claimants to accept jobs that
provide lower earmngs (wage rate and/or hours worked) than would have been obtained
without the bonus offer

%

=

' The terminating and filing’ quarters are not used in the analysis, because earnings occur in only part of
these quarters, and their use would introduce censoring problems. If the experiment reduces the length of
. unemployment, then this reduction would affect observed quarterly earnings, thereby inflating the estimated
treatment impact on earnings. As shown in Appcndxx B, there is no bias introduced by studying only
claimants with post-termmatlon wagcs ' S :

2 An altcrnatwe approach to testing the experimental effect on earnings uses the difference in pre- and
post-filing wages as the dependent variable. The mean change in wages is a negative $248. This. decline in
wages may reflect a general tendency for UI claimants to take less satisfactory jobs, or ‘it may simply be a
wage reporting problem (some wage credits for UCX, UCFE, and former state employees may not be
included in the file for post-filing wages). However, since the control and _experimental subjects face the
same reporting problem, there is no reason to believe that the model in change form produces biased
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€ST

All Claimants
Males
Females

Whites, except
Hispanics

All Other
Race/Ethnic  Groups

Hispanic Only
Black Only
Age > 45 years

Dislocated Workers

12 Qtr/Same
Employer

12 Qtr/Same
Industry

12 Qtr/Continuous
Employment

1

-55.75
(114.53)

14.52
(162.64)

-168.25
(142.54)

12.73
(125.34)

-457.76
(282.53)

-801.42%
(483.75)

-313.93
(418.90)

271.90
(241.80)

-98.20
(270.64)

-139.92
(218.59)

43.88
(175.89)

2

-88.99
(113.41)

-33.50
(160.73)

-189.67
(141.68)

-108.72
(123.40)

43.44
(288.69)

-513.52
(491.01)

-125.08
(443.20)

-146.08
(240.72)

-557.84%*
(278.31)

-487.27%*
(222.02)

221.04
(175.51)

Table 7-1

Treatment Effects on Quarterly Earnings

3

-92.66
(127.00)

6.90
(181.40)

-264.29%
(156.46)

-52.52
(137.98)

-351.26
(326.09)

-513.36
(545.73)

-337.58
(494.02)

79.31
(260.15)

-430.68
(283.33)

-450.72%
(236.11)

-98.98
(191.61)

4

-76.91
(111.61)

-32.07
(157.67)

-148.95
(139.99)

-48.48
(122.01)

-232.60
(276.86)

-640.65
(458.29)

167.95
427.17)

157.52
(223.27)

-483.53*
(256.05)

-342.59
(213.29)

-217.31
(170.93)

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.

5

-78.18
(112.42)

33.74
(160.08)

-125.39
(139.35)

-32.55
(122.55)

-351.26
(283.45)

-835.76*
(474.61)

160.51
(451.68)

83.48
(231.78)

-187.41
(254.53)

-227.94
(211.88)

-112.15

(169.49)

6

22,49
(126.83)

41.15
(179.49)

-130.64
(158.50)

8.92
(137.57)

-254.89
(329.47)

-544.53
(568.34)

-270.82
(485.25)

160.53
(268.59)

-438.39
(291.51)

-405.69*
(237.11)

-153.18
(190.40)

T1,4

66.84
(95.63)

-10.10
(135.88)

-158.28
(118.89)

-19.37
(104.57)

-340.89
(237.02)

713.00*
(396.39)

-86.62

(364.96)

206.41
(195.45)

-309.29
(222.18)

-245.60
(182.29)

-134.90
(146.63)

T2,5

-83.53
(95.56)

-33.70
(136.10)

-156.59
(118.49)

-70.20
(104.18)

-160.29
(240.77)

-684.80*
(406.07)

14.28
(379.27)

-23.99
(198.06)

-344.60
(223.42)

-347.23*
(182.77)

-163.26
(146.02)

@2

a
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7.12 Effects on Earnings of Population Subgroups

Tests were run on population subgroups distinguished by"the' fblldWing
characteristics: gender, race/ethnicity, age, and dislocation status. These results are
shown in Table 7-1. By gender, there ?wg/:re nd signiﬁca‘iitv effects. Fof_ males, the
coefficients were small, varying in sign across frcatments and with large standard errors.
For females, the coefficients were much larger, but only treatment 3 produced

statistically significant reductions in earnings.

The race/ ethnic group ‘evaluations are mconclusxve but mdlcate that Hispanics
and blacks may have lost earmngs in responding to the experiment. There were no
effects on earnings of non-Hispanic whites. The impact coefﬁcxents were slightly smaller
than for the population as a whole, with large standard errors. For other ethnic groups
the results were mixed, as the coefficients were negative, often large, but rarely
statistiéally significant. For Hispanics, the treatment effect coefficients were ridiculously
large. Although the overall effect of the experiment on»Hispaxiic earnings was negative,
large, and statistically significant, the ?ma‘lysis is inconclusive, because of the lack of

consistent results across treatments.

Effects on earnings for claimants defined as being dislocated workers are shown in
Table 7-1 using the three definitions: (1) haviﬁg been employed by the same employer
for the 12 quarters prior to filing, (2) having been employed in the same indusiry for the
12 quarters prior to filing, and (3) having been cdntfnuously employed for 12 quarters.?

These results are quite surprising, showing large hégatiVC and statistically significant

i

estimates. The treatment impact estimates from the model using the change in earnings as the dependent
‘variable did not differ from those in the model using post-termination earnings as the dependent variable,
- except that the coefficients were less stable across treatments and the standard errors were somewhat larger.

® To be classified as dlslocated, the addxtlonal condition that workers not be awaiting recall is also
imposed. '
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impacts on earnings of dislocated workers defined by two of the definitions. The average
treatment using the first or second definition of dislocated workers appeared to cause a
reduction in post-termination quarterly earnings of over $300. There is alsoa =
progression of coefficients from the low to the high bonus multiplier, with statistically
significant coefficients on the middle and high bonus multiplier treatments. Although
not shown in the table, treatment impact estimates using the pre- to post-filing earnings
change as the dependent variable are large and negative, which is consistent with these
findings. However, in the change model, the coefficients are somewhat smaller and not
statistically significant. All these effects disappear when dislocated workers are defined
as having been continuously employed for 12 quarters. The impact coefficients drop to

half the magnitude found using the other definitions and are not statistically significant.

These results are surprising because only for the third definition (i.e., 12 quarters
of continuous employment) is there evidence that dislocated workers responded to the
bonus offer more strongly than nondislocated workers (See Tables 6-1 through 6-3).
Thus, the finding that the treatment negatively affected earnings of dislocated workers
whose compensated unemployment did not differ from that of nondislocated workers
(definitions one and two), while the treatmehtrhad no discernable effect on earnings of
dislocated workers whose compensated unemployment was shorter (éxt least with regard

to the high bonus multiplier), is hard to reconcile.
7.2  Effects of the Bonus Offer on Erriployer Attachment

A design element in the experiment that could be of concern to employers is the
explicit prohibition against paying bonuses to claimants who return to their previous
job.* An original intent of the unemployment insurance system was 1o help maintain
employer-employee relationships in times of slack demand. We might expect employers

to oppose a bonus offer program that rewarded workers for seeking other employment.

“ Bonuses were paid to participants hired by their pfévious employer for a differznt job.
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We addressed this concern by investigating whether those in the experimental
treatmentsw'ho‘ retuméd- to work before exhausting benefits were more or less likely
than controls to return to their previous employer. The question was addressed for the
total sample and for those on Siandby. It is the latter grbup that is of particular ‘interest,'

since for this group the employer has explicitly stated a desire to retain the employee.
72.1 Return to Separating Employer: Evidence from the Full Sample

As shown in 'Ta:ble‘ 7-2, we identify 10,060 claimants in the experiment who went

back to work prior to exhausting benefits. These claimants either served a waiting week
within three weeks of filing and terminated benefit payments before exhaustion and had
wages in the post-termination quartér, or they did not serve a waiting week and had

wages in the i)loSt-filiﬂng' QUarter. Of these claimants who went back to work, 44 percent

returned to their 'separating employer and 56 percent went to work for another employer.

~ Table 7-2

~ Analysis of Claimant Sample
To Determine Who Went Back To Work

Claimant Served Served
Waiting Week No
All < 3 weeks Waiting
_ Claimants . . after filing Week
Total in Samiple - 15,534 13754 1,233
Minus: Waiting week served but not ‘ C
within weeks of filing . 549 - -
Minus: Did not terminate bcncﬁt_s | _ 2,485 2,485 -
Minus: Did not have earnings after , ‘ :
terminating benefits L 2440 2168 272
Yields: Claimants Back to Work - 10,060 9,101 961
Minus: Returned to prior employment : . .4419
Yields: Did not return to prior . R 5,641
employment : ’

156




It is possible that the bonus offer slightly reduced the probability of a claimant
returning to his/her separating employer. Table 7-3 shows that for the combined
middle-level bonus offers, there was.a statistically significant reduction in return to the
separating employer of 2.4 percent. However, the absence of an effect on return to
previous émployer for the high Weekly Benefit Amount (WBA) raultiple treatments

make the results suspect, since it was only the high-level treatmenits that induced a

Table 7-3

Treatment Impact on Probability of Return
- to Previous Primary Employer Using' Administrative Data

Parametcr Standard
Variable ' Estimate Error

All Claimants Who Became Reemployed (N = 10,060)

INTERCEPT : 0.450** - 4 0010
T1 0025 0.016
T2 : oo ‘ 0.016
T3 0.010 0.018
T4 C 0007 , 0.016
TS : 0,025 0.016
T6 S 0016 - ; 0.018
T4 : 0008 0.013
T2,5 . -0.024* 0.013
T3,6 : -0.003 0.015
TREAT ; -0.013 -0.012

Claimants Who Become Reemployed and Were On Standby (N = 1,824)

INTERCEPT 0.775** ' 0.021
T1 -0.013 0.032
T2 0.040 S0032
T3 0.053 ' ‘ 0.036
T4 0.030 - 0031
TS -0.019 ‘ 0.033
T6 0.012 : 0.037
T1,4 0.009 ' 0.027
T2,5 0.011 0.027
T2,6 OXIRE ; » . 0.030
TREAT . 0.016 ; 0.023

*Coefficient significant at the 90 percent confidence level fon w two-tail test.
**Cocfficient significant at the 95 percent confidence level for a two-tail test.
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statistically significant response in compensation or weeks of unemployment. Therefore,
we are inclined to conclude that the data do not support the finding of a significant -

treatment impact on the probability of returning to the previous employer.

Employers are most concerned about the attachment of workers placed o
standby. We identified 2,134 claimants in the experiment as being on standby; of these, :
79 percent were recalled by their separating employer and the remaindef went onto' =
other jobs? The analysis of those on standby who went back to work (Table 7-3)
wouldstrongly suggest that employers have nothing to fear from the bonus program o

These results show no statistically srgnrflc;‘mt effécts of the bonus treatment on the” . © ¥

probability of standby workers returning to their previous employer. - The coefficients, in

fact, are generally positive, although not statistically slgmﬁcant for individual treatments, A

or combinations of treatments.

Table 7-4

Comparison of Using Survey Sample and Full Sample RS
to Estimate Probability of Recall Using Administrative Data--*

Full Sample ' ~. ‘Survey Sample .

Parameter . Standard - Parameter . f (Starrdard_ L
‘ Estimate Error Estimate Error -
INTERCEPT = 0450** 0010 0475t 0028
TREATMENT ~ 0013 0012 0007 0032
Sample Size 1000 | 1321

sx Statistically significant at the 95 p'e'rcent’confidence level.

Note: Both equatrons included the control wvariable set descri bed in Appendrx F when )

estimated.

® Ninety-six percent of the workeérs on standby terminated beneﬁts prior to exhaustmg entltlement All
the workers on standby went back to work; since all had earnings in the quarter. followmg termination’ of
benefits.
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722 Return to Separatiﬁg Employer: Evidence from Survey Respondents

In this section, we report on treatment effects on return to previous employer by
reépOndents to the follow-up Survey. First, to test the usefulness of the survey data to
study recall, we re-estimated the recall equation that had been reported in Table 7-3 for
the survey respondents. The same data and variables used above were used on the
restricted sample of 1,327 survey respondents who returned to work. Table 7-4 shows
that both the full sample and.the survey sample have the same probability of recall,
using administrative data and the same criteria. In both sets,‘ the control groups have
recall probabilities just under 50 percent, and the parametér‘estimates for the average
over all treatments indicate very small, not statistically significant, effects of the

treatments on recall.

We now turn to the survey data to analyze the responses of 1,459 respondents
who stated in the survey that they had found employmcht before the end of their benefit
year.® Two different definitions were used to analyze recall using survey data: (1) the
first employer after filing is the séme as the employer listed on the UI application as the
separating eniployer; and (2) the first employer after filiﬁg is the primary employer in
the five years prior to filing.” As seen in Table 7-5, the control group experienced a 36
percent probability of being recalled under recall definition 1, with the experiinental
treatment céusing. a large and statistically significant redﬁctibn in recall probability
among: those who returned to work. The average reduction in recall over all treatments
was 2 statiStiéally significé_m 6.0 percent. The results were someWhat stronger with recall

defined as returning to the major employer in past five years (Recall 2). The results,

e This number is larger than the sample used in Table 7-4, because reemployment is self-defined in the
survey and includes some claimants who did not have wage re mrds mdlcalmg rcemployment.

? The survey information differs from that provided in (he .ndmxmstratwe file by exphcxtly identifying the
separating and new employer, instead of relying on the more ambiguous information provided in the
quarterly wage file. On the other hand, self-reported data may be less accurate, and the sample of survey
respondents is smaller and perhaps a biased subset of the total claimant populatnou
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however dlffered greatly from the findings using the total sample (reported in Table 7-

3), in Wthh the average treatment effect was a statlstlcally mmgmﬁcant 13 percent.

. Table 75

" Treatment Impact on Probability of Return
-~ to Separating Employer Using Survey Responses

Recall 1

Recall 2

- Recall 1 » Recall 2

" Parameter Standard - Parameter Standard
Variable Estimate Error Estimate .. Error
INTERCEPT 0356** - 0.026 - 0353* 0.026
T1 ' -0.087** -0.039 -0.088** 0.039
T2 - -0.048 0039 _-0076* 0.039
T3 -0.051 - 0044 -0.019 0.044
T4 -0.033 0.038 -0.040 . 0.038
TS -0.078** 0.038 -0.093** 0.038
T6 720062 0.044 *-0.085** 0.043
T1,4 ©-0.059* 0033 . -0.063* 0033
T2,5 - -0.063* .0.033 -0.084** 0.033
T3,6 - -0.057 0.036 -0.053 - 0.036
TREAT -0.060** 0.029 - -0.069** 0.029
N = 1459 - '

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent cornfidence level for a two-tail test.

Recall 1:

Recall 2:

. The first employer after ﬁlmg is the same as the employer listed on the Ul apphcatlon as

the separatmg employer

73 Effect of the Experimental Treatment on Union Membership

" The first employer after ﬁlmg is the major employer in the five years pnor to ﬁlmg

Included in thls study were survey respondents who found employment by the end

of the beneﬁt year and were umon members pnor to ﬁlmg for benefits Out of the

sample of 1, 900 survey respondents 391 met the condltlons for mclusron in thlS analysm

In the control group, 32 percent of the union members switched to nonunion jObS upon
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becoming reemployed. Although the average treatment impact coefficient indicated an
experimentally induced 2.3 percent lower probability of switching, the coefficient was not
statistically significant at the 90 percent confidence level, and no individual treatment
coefficient was statistically significant, although most coefficients had negative signs. (see
Table 7-6). The survey results indicated that the experiment had either a small positive

impact or no impact on the probability of a union member rétumirig to a union job.

Table 7-6

Treatment Impact on Probabilities of
Switching From a Union to a Nonunion Job and
Being Placed on a Job through a Union

Probability of Switching " . Probability of Being

to Nonunion Job ‘ Placed by Union
Parameter Standard " Parameter Standard
Variable Estimate Error Estimate Error
INTERCEPT 0.319** 0.050 o 0.089** - 0.015
T1 0.029 0070 ' 0013 0.022
T2 -0.061 0.073 ‘ -0.015 0.022
T3 -0.057 0.087 - 0.004 0.025
T4 -0.020 - 0073 ' -0.017 0.022
TS -0.017 0.074 - -0.029 - 0.022
T6 0.060 | 0083 . 0008 0.025
T1,4 -0.024 0.061 : -0.015 0.019
T2,5 -0.039 0.062 -0.022 0.019
T3,6 0.005 0.070 -+0.002 0.020
TREAT -0.023 0.055 ) -_0.015 : 0.016
N = 391 , : - 1,459

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.
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74 Effects of the Experimental Treatment on the Probability of Being Placed on-a -
Job Through a Union Hiring Hall -

All survey respondents who returned to work by the end of the beneﬁt year were
ncluded in thls study Of the sample of 1 900 respondents 1,459 met this condltlon
In the control group, 8 9 percent of the sample was plac ed on the ]Ob through a union
hiring hall. The parameter estimate of the 1mpact of the average treatment ‘impact,
was -1.5 percent. Although a large coefficient relative to the control group average, it
was not statistically significant at the 90 percent confidence level (see Table 7-6).
Estimates for each of the individual treatments indicated a reduction in placement
thrOugh hiring halls. Using ordi'nary least 'qu'uares (OLS) none of the treatment impact
estimates were statistically 51gmficant however usmg bi nary probrt the impact estimate
for treatment 5 (middle bonus long quahficatron period) was statrstrcally significant at |
the 90 percent confidence level, and the overall average treatment effect estimate was
qurte large. Thus there is weak evidence that the expenment had a negative effect on

the probability of a clalmant being placed on a ]ob through a union hiring hall.

7.5  Effect of the Expenmental Treatment on Use of the Job Service Center for Work
Search Assistance

We hypothesize that if the experiment encouraged more intensive work search,
this should have involved a greater demand for search assistance and greater use of the
' Employment Service (ES).  Survey respondents were specifically asked if they used the
ES for he‘lp in work search, and if so, which of a list of services they used. The analysis
was conducted on a set of 1,034 Survey respondents who either were registered for work
search or responded "yes" when asked if they used the ES for work search. In the
control group, 61 percent.actually used;one or more of the services available from the

- Employment Service, and there was no statistically significant difference between the

e Again, return to work was established by earnings in the quarter following termination of benefits.
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control group and any of the treatment groups (see Table 7-7). Overall, the parameter
estimate measuring the effect of the average treatment effect on use of the Employment

Service was less than 1 percent, and it was not statistically significant.

Of the 620 claimants who did use one or more services, we tested to see if the
treatment group tended to use more of these services. On the average, a control group
member used 2.2 services, and there was no stavtistically’ significant or consistent
difference between the treatment and control group. “The parameter estimate for the

average treatment was a trivial -0.02, which was not statistically significant.

Of the 620 who used the ES for work search assistance, 97, or 16 percent, said it
was instrumental in getting them a job. There was no apparent difference in this statistic

between treatment and control group members.

All in all, we found no evidence that the bonus offer encouraged an increase in

the use of the Employment Service for job search assistance.
7.6  Effect of the Experimental Treatment on Job Search Intensity

The survey provided information on the timing and number of employer contacts
that were used to test the hypothesis that the bonus offer increased the intensity of job
search. Respondents were asked the date of the first time they talked to an emplbyer
about a job; 1,161 respondents provided sufficient information to permit us to analyze
the experimental impact on the elapsed time from the date of filing for benefits to this
first contact. For the control group, the first contact occurred an average of 12.1 days
after filing, and there was no statistically significant difference for the experimental
group; moreover, the estimated treatment impact coefficients were unstable, with three
treatment impact estimates being negative and the other three being positive with a

range from one to two and one-half days.
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Table 7-7

Effect of the Expenment on Use of Employment Service (ES)

(standard errors in parentheses)

Proportion of

Proportion of R Claimants for

Claimants Using : Number of Whom ES Services

Variable _ ES Services Services Used Resulted in a Job
INTERCEPT - 0606%* 2221%* | - 0.169**
C033) . o (0115) (0.032)
T1 0.004 ~ 0.128 0.012
(0.052) ‘ (0.182) (0.050)
T2 0046 - . 0188 -0078
oy (0.189) (0.052)
T3 0028 | 0203 | 0.010
(0059 (0.208) (0.057)
T4 0076 -0.071 -0.030
o5y 0.171) (0.047)
TS 0048 0.113 | 0022
| (0.050) (0.179) (0.049)
T6 002 0.083 0.036
. (00s8) (0.206) (0.057)
T1,4 0043 0020 0011
(0.043). (0.149) (0.041)
T25 0047 002 - 0048
- ©003) (0.153) (0.042)
T3,6 0025 -0.058 0.023
: | - (0.047) - (0.168) (0.046)
TREAT -0.009 -0.015 0,015
0037) | (0.130) (0.036)
N = 1,034 620 620

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a’ two-tail test.
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There were 1,317 responses to the less specific question, "In the week that you
made your first contact, how many did you make?" The average member of the control
group made 4.4 employer contacts in that first week of_ contact. On average, the
treatment group made 0.3 fewer contacts, but the difference was not statistically

significant.

Claimants were asked to state the total number of different employers to whom
they spoke about getting a job during the entire pe’riod of cbmpensated unemployment.
This number was divided by the duration of their spell of unemployment to obtain an
average number of weekly employer contacts. For the control group, an average of 1.27
contacts were made per week of unemployment. For the treatment group, the number
of weekly contacts was significantly greater (see Table 7-8). On average, treatment
group members made 0.79 more contacts per week, which was statistically different from
the control group number at the 99 percent confidence level. Although the pattern of
effects across treatments did not consistently increase with the size of the bonus offer,

the largest effect did occur for the treatments with the high WBA multiple (T3 and T6).
7.7  Effects of the Bonus Offer on Length of Time on the First Post-FFiling Job

It is hypothesized that if job search prior to the bonus offer was optimal and the
bonus encouraged more rapid reemployment, the consequence may be acceptance of less
satisfactory jobs. In Section 7.1, we determined that the evidence did not substantiate a
finding of an experimental effect on post-filing earnings. In this section, we discuss the
effects on the length of time the first post-filing job is held. An increase in job turnover
might also be indicative of a less optimal match. The survey data indicated that among
the control group, the average length of stay (including jobs still held at the time of the
survey, truncated to the length of time from job start to the date of the survey) was 37.2
weeks, which is clearly downward biased because of the truncation. The results,
however, are encouraging for the experiment in that the treatment parameters are mostly

positive (five out of the six treatments), although not statistically significant (see
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Table 7-8
Effects of the Experiment |
on Number of Employer Contacts per Week

Parameter | :Sténdard
Variable | Estimate . - Error
INTERCEPT 1268 0212
T1 ¥ o0740r 0418
T2 0.586 o042
T4 1.011** . 10.409.
TS 0528 0412
T6 1165%* 0476
T14 0.880** - 035%
T2,5 0556 0352
T3,6 0.986** . 0385 -
TREAT 0.786* 0304 -
N = 1223 o
*Coefficient significant at the 90 pcrccntbé()_nﬁdenpe level for a two-:t'ailjt,ést. :
**Coefficient significant at the 95 percent confidence level for a two-tail test.

Table 7-9
Effects of the Experiment
on Length of Time on First Job

Pa‘ramct«:r‘ - Standard
Variable Estimate = ~....  Error B
INTERCEPT 37.184% 17
T1 1327 - 1773
T 89 1799
T3. 1778 2,037
T4 1.010 . 1767
TS5 2.144 S 1.804
T6 2325 1971
T1,4 -0.151 1501
T2,5 1.991 15200
T3,6 2.069 : 1642 S
TREAT 1188 - 1311
N = 1276 | -

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.
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Table 7-9). Thus the results suggest that the treatments either had no effect on job

turnover, or may have caused a slight decrease in turnover.
78  Effects of the Bonus Offer on the Probability of Being Self-Employed

A small pfoﬁortion of UI claimants did not return to a wage earning job, but
rather became self-employed. Usihg the 1,459 survey respondents who found
employment before the end of their benefit year for the analysis, it was estimated that
6.4 percent of the control group became self-employed. The parameter estimates on the
treatments indicated a possible tendency for the experiment to cause a reduction in the
proportion becoming self-employed (see Table 7-10). The coefficient for the average
treatn;ent was -1.7 percent, indicating a relatively large effect. Almost all of the
individual treatment coefficients (except T6) were negative. However, none of the
coefficients were statistically significant at the 90 percent confidence level, using either

an OLS or a binary probit model. Since self-employment constituted bona fide

reemployment in the bonus offer program, there should not have been an incentive to
shift away from this labor market outcome. Although the estimated effects indicate the
possibility of a negative effect on self-employment, the absence of statistically significant

results precludes us from drawing any conclusion.

79 Effect of the Bonus Offer on the Proportion of Household Income Contributed by
Claimant’s Earnings

~Survey respondents were asked what proportion of total household income was
from their job earnings before filing and at the time of the survey; 1,815 respondents
supplied the two figures. By comparing the proportions, it was determined that control
group members experienced an 8.5 percent decline in their contribution to household
income, whereas claimants assigned to the experiment experienced an average decline of
only 5.2 percent, and the difference between treatments and controls wzs statistically

significant at the 95 percent confidence level. Table 7-11 shows that all six treatment
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Table 7-10

Effects of the Experiment on the Self-Employed

o . Parameter Standard
Variable o c Estimate ~ Error
INTERCEPT ‘ 0.064** 0.013
T1 ; _ -0.024 0.020
T2 ' -0.017 0.020
T3 o e 0027 0.022
T4 ‘ ' - 0014 0.019
TS ' : ' ' © o -0.026 0.019
T6 B o | . 0.012 0.022
™ | 0019 0.017
T2,5 ‘ - L - ' : -0.022 0.017
T3,6 o o 0007 0.018
TREAT B . , - 40017 | 0014

=1 459

*Coefﬁcicnt significant at the 90 percent confidence level for.a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.
~ Table 7-11
Effects of the Expenment on Proportlon of Household Income
Accounted for by Claimant
Parameter - Standard
Variable Estimate Error
INTERCEPT =~ 8486+ 1412
T1 : s . 2501 . 2.183
T2 , 6.120%* 2210
T3 ' e ' ~ o= 1356 2478
T4 o | . 3.580* 2.144
TS ’ o 1.369 2.174
T6 o . | 4.441* 2.459
T1,4 : o » R -3.050* 1.827
T2,5 ’ L ' 3.682%* 1.844
36 . - T B ‘ 2.910 s 2010
1.584

TREAT | , 3246+
N = 1,815 '

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.
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coefficients were positive, and three of them (T2, T4, and T6) were statistically
significant. However, the pattern of results did not conform to differences in the size of
the bonus multiplier. The survey results do tend to support the conclusion that
participants in the experiment did better than controls in maintaining their positions as

providers within the household.
7.10 Summary of Impacts on Other Economic Outcomes

In this chapter we investigated a number of possible secondary ¢ffects of the
bonus offer program. The effect of the experiment on job quality is a major concern
because if the bonus offer encourages claimants to accept jobs more quickly, the new
jobs might be of lower quality than those obtained after a more time-consuming search.
To study whether the experiment had a negative effect on job quality, we examined
quarterly earnings following benefit termination. On average, treatment-assigned
claimants experienced a $70 decline in post-termination quarterly earnings, but this
estimate was not statistically significant. We conclude that the evidence does not support
a finding that the bonus offer led to acceptance of lower paying jobs. In testing effects
on earnings by gender, race/ethnicity, and age we found some lafge negative coefficients,

but only Hispanics had a statistically significant decline in earnings after a bonus offer.

The most important finding was that dislocated workers, defined as having been
employed by the same employer or in the same industry in the 12 quarters prior to filing
for benefits, suffered a statistically significant $300 average loss in quarterly earnings
when offered a reemployment bonus. A $400 loss was estimated for the high WBA
multiplier treatments. If correct, this effect would eliminate any possible net benefit to
these claimants from the bonus offer. However, dislocated workers defined more
broadly as simply having worked 12 consecutive quarters before filing may not have
suffered an earnings loss. This group had an average estimated loss of about $140 when

offered a bonus, which was not statistically significant.

169




One other indicator of j,ob,Quality that we-were able to test was the length of time
on the first post-filing job. Increased job turnover would indicate less satisfactory job

matches. Using the survey data, we found no evidence of increased turnover.

The follow-up survey was used to test for several other possible side effects. The
results are summarized for the average of the six treatments in Table 7-12. These results
show a large and statistically sigﬁiﬁcant effect on the prbbability that a claimant who
became reemployed returned to his/her separating employer. However, the 6.0 percent
negative effect. based on survey results was not consistent with the very small and
statistically insignificant effect on recall found using administrative data on the full
sample. - Thus, the results are either inconclusive, or suggest on impact on a limited

group of strong responders to-the bonus offer.’

There was no evidence that union members switch to nonunion jobs more readily-
due to the bonus offer. The effect on placement through the union hiring hall is-
inconclusive as there are large negative coefficients that are generally not statistically

significant.

There is no evidence that claimants offered a bonus made more use of the
Employment Service to obtain jobs. The proportion of claimants using ES services did
not increase, the proportion of claimants for whom ES services resulted in a job did not
increase, and the number of services-used did not increase. However, cl‘aimants'offe_fed
the bonus did appear to increase job search activity, as the average number of employers
contacted per week over the period. of unemployment increased substantially, and the
increase of 0.8 employer contacts per weeks (from the control group average of 1.3

contacts per week) was statistically significant.

® Evidence on the effect of survey nonresponse presented in Appendix G suggests that the effect on
return to work was negative for the population of treatment-assigned claimants, but that the magnitude of
the effect was less than 6 percent.
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Table 7-12

-Summary of Secondary Economic Impacts
of Average Bonus Offer Estimated on Survey Data

Parameter Standard
Outcome Variable Estimate Error
- Probability cf Return to Separating Employer -0.060** 0.029
Probability of Switch to a Nonunion Job ‘ -0.023 0.055
Probability of Placement by Union Hiring Hall ' -0.015 0.016
* Probability of using ES Services , -0.009 0.036
Probability ES Services Resulted in a Job,
given use of ES Services 0.015 0.036
Number of ES Services Used ~ -0.015 0.130
Number of Employer Contacts Per Week 0.786"* 0.304
Weeks Worked on First Reemployment Job 1.188 1311
Probability of Becoming Self-Employed ' -0.017 0.014
Percentage of Household Income Accounted for :
by Claimant , : 3.246** 1.584

Last, claimants offered the bonus appeared to experience less decline in
contribution to family income than did members of the control group, which implies

greater success in obtaining employment.

All in all, there were few dramatic or unexpected side effects of the bonus offer.
The most important was the decline in post-filing earnings experienced by dislocated
workers offered the bonus. The only other'subpopkulation that experienced an earnings
decline was Hispanics. No overall effects, or effects by gender or age were found.
There may have been an increase in the propensity for some claimants to obtain jobs
with employers other than their separating employer, although the results in this regard

are ambiguous. There was no increase in the use of ES services, although there was
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some increase in the intensity of job search, and some improvement in contribution to
family income. There was no effect on union membership, although there might have

been some tendency to reduce job acqﬁisitiOn through union hiring halls.
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CHAPTER 8
PARTICIPATION IN THE BONUS EXPERIMENT

Participation in this experiment is a surprisingly complex issue. A restrictive
definition of participation might be the acf of submitting a Notice of Hire (NOH) or
collecting a bonus. The ratio of claimants collecting bonuses to claimants who meet all
of the criteria for collecting a bonus is an important indicator of the external validity of
the experiment. If this ratio is low, many eligible claimants are not collecting bonuses,

and the potential net benefit of the program may be overstated.

A more theoretically sound definition would define parﬁcipation as an alteration
in job search behavior to take into account the bonus offer. If participation in this sense
is low, then the program would be ineffective. To investigate participation in terms of
altered job search behavior requires information about the search process of claimants,
which is available from the follow-up survey. In Chapter 7, survey information was used
to explore the impact of the experiment on use of the Employfnent Service (ES) and on
intensity of job search. Although the data did not indicate any increased use of the ES,
it did indicate some increase in intensity of job search. In this chapter, we use the survey

data to determine more directly the nature of participation in the experirnental program.
8.1  Measures of Participation in the Experiment

Table 8-1 shows the proportion of eligible claimants who met certain partial
qualifying conditions (namely, terminated receipt of benefits within the qualification
period and did not receive benefits for at least 17 weeks), who submitted NOHs, and
who collected bonuses. These manifestations of participation are shown for all claimants
and several subpopulations. The proportion submitting NOHs and collecting bonuses

increased with the size of the bonus multiplier and increased with the length of the
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C[T1,2,3]

 Eligible Sample .~ . 3082

Partially Qualified* 954 .310
Submitted NOH' -

. Collected Bonus o -

Eligible Sample ~ - 2389

‘Partially Qualified* 718 .301

Submitted NOH - -
Collected Bonus e

Eligible Sample = - 1556
Partially Qualified* .- 506 .325
Submitted NOH - -
Collected Bonus - -

- Eligible Sample - 1011

Partially Qualified* = 295 .292
Submitted NOH -
Collected Bonus -

C

-.- C[T4,5,6]

3082
1232 .400

2389
951 398" -

-

1556
655 421 -

-

1011
391 ,387

Table 8-1

‘Qualification and Participation in the Experiment.

All.

1 2 3
N - Prop ~ N - Prop N Prop N-
2246 1.000 2348  1.000 1583  1.000 2387
686 305 762 .325 559 353 1013
281 125 422 180 322 . 203 463
196 087 292 Jd24 237 150 332

Al Except Union and Standby

1758~ 1.000 1837 1.000 1252  1.000 1855

521 296 570 310 442 353 1M
242 .138 357 . 194 288 - .230 412
176 .100 245 - .133 214 - JA71 0 300

" White Males (exceptk Hispanic)

1126 . 1.0000 1191 - 1.000. 820 . 1.000 1210

356 .. 316 405 340 308 - .376 538
147 - 131 219 184 1700 - .207 240

12 .09 158 . .33 132 161 181
* White Females (except Hispanic)

742 1.000 789 1.000 516  1.000 - 781-

227 306 - 252 319 178 = .345 319
102 137 148 188 106 205 163

71 .096 108 137 82 159 123

*Terminated benefits within qualification period and did not receive benefit payments for 17 weeks.

Prop.

1.000

424
.194

©.139

1.000

419

222
162

- 1.000

445
198

.150

1.000 -
©.408
209

157

2353

1007
537
419

1866
795

. 470

370

1oz
538

- 268

220

785
321
193
151




GL1

‘Eligible Sample
Partially Qualified*
Submitted NOH
Collected Bonus

“Eligible Sample
" Partially Qualified*
Submitted NOH

Collected Bqnus

' Eligible Sample

Partially Qualified*
Submitted NOH
Collected Bonus

Eligible Sample
Partially Qualified*
Submitted NOH
Collected Bonus

C
C[T1,2,3]

84
23 274

13 .265

68 .302

49 312

C[T4,5,6]

27 .

16 .

82 .

61 .

N

76

;19

40
13

170
50
15

92
21
8
3

Prop

.250

.079 -

.053

325
.075
.025

N

77
14
12

33

11
-3

.

Table 8-1

(Continued)
2 3
Prop - N Prop
Black Males
38
.182 8 211
.156 5 .132
.039 2 .053
Black Females :

- 2%
333 9 .346
091 6 231
061 5 192

Other Males (Hispanic and other Nonwﬁiie)

.294
.088
.029

Other Femalesf (Hispanic and other Nohwhite)

100

228
.087
.033

158
51
22
12

29
18
9

) 113 ,

323 32 .283
139 19 . -.168
.076 8 071

70
.290 24 .343
180 16 229
.090 8 114

*Terminated benefits within qualification period and did not receive benefit payments for 17 weeks.

75
33

37
12

183
72
31
13

101
39
17

Prop

440
003
027

1324
135
135

.393

.169
071

.386
.168
.079




quahficatton penod 1 This pattern is consistent thh prior expectations. The higher
partxcxpatlon rate for those with the longer quahﬁcatlon period may reflect opportumty,
as claimants have longer to qualify for the bonus. The increase in proportion receiving -
bonuses as the bonus multiplier increases may reﬂecvtksome behavioral change, as the
proportion of claimants who (parti‘ally)' qualify for the bonus also increases with the size
of the bonus i;ililtiplier. However, these increases could simply represent the increase in
the take-up rate, i.e., the proportion of claimants who collected the bonus among those

who quallﬁed by those who quahﬁed without changing behavior.

The large gap between the proportion partially qualifying and the proportion
submitting NOHs requlres explanatlon The ratio between these two proportlons was
about one-half. A large proportlon of the gap may be explained by the intervention of
qualifying r_eqmrements such as: beneﬁtsmust have been terminated for reasons ‘of -
reémploymént, the claimant must not have been placed on the job through a union
hiring hall, and the claimant must not have been recalled to his/hér previous job. In this
chapter, we use the survey data to estimate the take-up rate. One minus the take-up
rate is the proportxon of claimants who did not collect the bonus among those who
quahﬂed The size of this group indicates a potentlal for bonus costs that were not

realized in the experiment. |

The ultimate test of participation is collecting va, bonus. In Table 8-1 it can be
seen that Hispanic and nonwhite racial groups of both genders collect bonuses at
strikingly lower rates than non-Hispanic whites. Both white males and females (except
Hispanic) collected bonuses at rates that varied from 10 to 24 percent across the six
tréatmérits,_ whereas male and female Hispanics, blacks and other nonwhites collected
bonuses at rates one-third to one-half as lér’ge. Since these large differences in the

proportions collecting bonuses were not reflected in the proportions partially *quaiifying

' This pattern was not observed for blacks and other races, and may be indicative of a sample size
problem.
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for bonuses, it may be concluded that the differences reflected either large differences in
the intervening variables that effect qualification or differences in the voluntary take-up

rate. We investigate this further in Section 8.3.

Table 8-2 shows the parameter estimates, which measure the impact of the
experimental treatments on the probability of (partially) qualifying for the bonus.
Although incomplete as a definition of qualification, it is an important indicator of
behavioral change, because it bypasses some of the voluntary take-up issues involved in
analyzing NOH filing and bonus collection. To measuré treatment impact, an estimate
must be made of the rate of qualification for the control group separately for the short
and the long qualification period. For comparison with treatments 1 through 3, control
group members are assigned the short qualification period, whereas for comparison with
treatments 4 through 6, they are assigned the long qualification period. Statistically
significant difference in this proportion may be taken as evidence of a behavioral change
for the treatment group in response to the bonus offer, since there is no other reason for

these proportions to differ.

Table 8-2 reports only the coefficients of the treatment variables, although all
equations made use of the control set (reported in Appendix F). The results for all
claimants, shown in Table 8-2, indicate strongly that the experiments caused a behavioral
change. - The coefficients on T3, T4, TS and T6, all were large and statistically
significant. Unlike the impact measures in Chapter 5, these measures show a
consistently rising pattern of impact with increases in the size of the bonus multlpher
However, the differences between the large and medium Weekly Benefit Amount
(WBA) multipliers are much larger than the differences between the medium and the ;
small multipliers. The unexplainable but persistently large impact of T4 observed in the
outcomes reported in Chapter 5 does not appeafhere. The inconsistency between the
findings for T4 in the outcome measures and in the measure of (partial) qualification
reported in Table 8-2 strengthens the view that the large impacts on compensation and

weeks unemployed for T4, described in Chapter S, were an ‘anomaly.
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Table 8-2

Effect of Treatment on (Partial) Qualification
for the Bonus (Change in Proportion Qualifying)

N R v ™ T4 TS T6

All Claimants 15,534  -0.003 0016  0.047** 0.027** 0.030** 0.056**
L (0.013) (0013)  (0014)  (0.013) (0.013) (6.015)

All except Union 13,144  -0.004 0.010 0.056** 0.023* 0.030** ~ 0.064**
and Standby (0014)  (0014)  (0.016) (0.015) (0.015) (0.017)
White Males 7,920 -0.006 0.015 0.049** 0.024 0.027 0.056**
(0.018) (0018)  (0.020)  (0.019)  (0019) - (0.021)

White Females 5121 0015 0.030 0.061** 0.026 - 0.030 0.046*
(0.022) (0022)  (0.025) (0.023) 0.023) (0.027)
Black Males 49  -0053 -0.093 -0.066 0.125* 0017 0.015
, ~ (0.066) (0066)  (0.082) . (0.075) (0.082) (0.089).
Black Females 246 0026 - 0.004 0.115 10032 0.029 0.269
(0.101) (0.106)  (0.115) (0.102) ~(0.099) (0.124)
Other Males 1,102 0.002 0.017 -0.013 0.031 0.089* 0.028
(0.047) (0.048)  (0053)  (0.049) .  (0.050) (0.063)

Other Females 69  -0089 -0033 - 0028 -0.003 0042 - - 0.140**
(0060) ~ (0.058)  (0.066) (0.063) (0.061) (0.073)

*Coefficient significant at the 90 percent confidence level for a two-tail test.
**Coefficient significant at the 95 percent confidence level for a two-tail test.

Table 8-2 also repbrts findingsv for several subpopuia_ti()ns. For instance, there is no
statistically significant difference in the probability of qualifying for the total sample and fhe
population subgroup that excludes those groups eXempt from work search. Also, unlike thc
experimental impact results reported in Chapter 6, we see no differénce in this measure '_of
behavior between white males and white females. The results for all the nonwhite or Hispanic
groups are difficult to interpret, because thé sample sizes are too small and the cqefﬁcients

unstable. However, there are many Iarge, positive coefficients, and the results would not
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support the hypotheses that nonwhite response in the sense measured here differs from that of

whites.
8.2  Analysis of the Take-Up Rate

The survey data were utilized to help determine what proportion of claimants eligible to
submit NOHs actually did so. This proportion is the operational definition of the (voluntary)
take-up rate. To be eligible to submit a NOH, the claimant needed to terminate benefit
receipts and obtain a full-time job before the reemployment deadline. The job would not
qualify the claimant if it represented a recall to the job held prior to filing for benefits, or if the

claimant was placed on the job through a union hiring hall.

Table 8-3 presents the data from the survey on the characteristics of assigned claimants
with regard to their participation in WREB. From Table 8-3 we see that 288 treatment-
assigned claimants had acquired full-time work by the reemployment deadline and submitted a
NOH, while 478 claimants had met the same work requirements but had not submitted a NOH.
Of this number, 327 were probably ineligible to receive a bonus (and to submit a NOH). These
ineligible claimants either returned to the previous employer (proxy for return to previous job),
failed to terminate benefit receipts prior to the qualification deadline, were placed through a
union hiring hall (13), or did not have post-termination wages to assure that reemployment had
occurred (8). We estimate that the remaining 151 claimants who did not submit NOHs were

eligible to do so.

In their responses to the survey, the following reasons for failing to participate were

given by the 151 eligibles who did not submit NOHs:

Did not remember or forgot ‘ 87
Did not understand instructions 5

Refused to participate | 13
Incorrectly believed not qualified 35
Other reasons 11
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- Table 8-3

Rate of Participaticni by Eligible Claimants
and Reasons for Nonparticipation

Claimants © ' Not -~ 'Not

Submitting ~ ~  Submitting Submitting
and Not and Not - and
- Submitting NOHs " Eligible: - Eligible
Reasons S - Co e e _ Number = - . Number . = ‘Number :
Total Claimants. B 66 |
Claimants Submitting R - s
Not Submitting, because:
Did not remember Bonus Offer 44 33 o 11
Did not remember NOH o 167 105 | 62
Forgot to submit, didn’t undcrstand refused '
to participate _ - 119 . 76 - 43
Didn’t Think Qualif. v ‘ o 18 .. 113 . . 35
Total Not Submitting _ | S 478 : _327 . . 151

Take-up Rate = 288/(288 + 151) =

Note: The participation rate is underestimated bccause placement by union hlrmg hall is only partially clnmmated
from the denominator; it is overestimated because all those retummg to previous employcr are regarded as not
eligible, although nonchgxbnhty occurs only if clanmant returns to prcvxous jO]) :

Source: Survey of a Sample of Claimants Assigned to WREB.

Undoubtedly, knowledge of the rules would improve with repeated use of the: system, and
recollection would also imprbve with repeated exposure to an offer. Refusal might also be

reduced, since distrust of the system might be mitigated over time.

Based on the data in Table 8-3, the take-up rate is estimated to be .66 (eligibles
submitting a NOH/all eligibles). This implies that for every two bonuses-collected, another
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bonus could have been collected without any additional change in job search behavior on the
part of treatment-assigned claimants. Since take-up appeared to be higher among the high
bonus offers, the program costs would increase by a smaller proportion. (The sample is too
small, however, to do an analysis of the take-up rate by treatment level using the survey.)
However, as noted in Appendix E, the survey response is biased in favor of those who
responded more to the treatment; and, for the same reason, the take-up rate is also likely to be
positively biased. In fact, the data in the section below from the administrative file show a-
take-up rate of only 53 percent, implying that the bonus costs could be as high as twice the rate
evidenced in the experiment. This, however, is a worse case scenario, since take-up rates in
such programs are never 100 percent. Increase in participation could also result in a larger

effect on compensation, making extrapolation of net benefits more problematic.
8.3  Who Participates?

In this section, the entire sample is used in an effort to determine iRe characteristics of
claimants who chose to actively participate in the experiment. For this analysis, active
participation is defined as submitting a valid NOH. Such submission indicates the desire of the
claimant to collect a bonus and his/her belief that he/she has completed the first requirement
by obtaining a job that, if held for four months, would lead to the payment of a bonus. To
measure participation, administrative data was used to select a group of treatment-assigned
claimants who apparently met the qualifications for submitting a valid NCH. A dependent
dummy variable was structured in which the dummy was equal to 1 if the claimant submitted a
NOH. An ordinary least squares (OLS) regression was run that used a set of treatment
variables, earning history variables, and other characteristics of the indivicual as independent

variables to predict the claimant’s probability of participating (i.e., submitting a NOH).

To select the sample for analysis, it was first necessary to determine qualification using
administrative data. To "qualify," the assigned claimant had to meet the following set of -
conditions, which differed somewhat for those who did and those who did not serve a waiting -

week. For those serving a waiting week, the conditions were: (1) the claimant had to serve the
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waiting week within three weeks of filing for benefits (to assure that the unemployment period
related to that filing); (2) the claimant had to terminate benefits prior to the qualification
deadline; (3) the claimant hadvto have wéges recorded in the file in the immediate post-
termination quarter (to assure-that the termination was employment- related); and (4) the first
employer after terminating benefits (o} major employer if more than one) could not be the
separating employer. For claimants not serving a waiting week, the claimant had to have: ‘wages
in the quarter after filing for beneﬂts and the first post-filing employer could not be the

separating employer.

Of the 12,452 treatment-assigned claimants, 24 percent, or 2,987 claimants, met the
qualifying conditions set forth above. These conditions serve only as a proxy for the true
eligibility conditions, which tend to be less stringent. For instance, the true condition precludes'
- recall to previous job, not to prev1ous employer. On the other hand, the union hmng hall h
proscription is not captured.> However, this analysis does cover a large portion of the

participants.and is indicative of their characteristics.

Table 8-4 shows the least squares estimates for the equation predicting participation of - -
qualifiers.> Of the group of 2,987 identified qualifiers, 1,577 (53 percent) submitted NOHs. -
Several participant characteristics in the equation were statistically significant predictors of -
participation. ‘Being white, being employed as a white-collar worker, and not being in the N
goods-producing industries all strongly inéréaéed pérti‘cipa,_tion. Higher levels. of édlljicati;;n aiéo
contributed to participatidn, although the coefficient is not large. Four years more of ‘'schooling
only increased participation by 3 1/2 percentage points. Having a strong earnings history
greatly increased participation. In the base year, each additional ‘quarter in which the claxmant

had earmngs of $2000 or more greatly increased the probabxllty of submlttmg a NOH A

|

? Indication that the conditions for this analysis are too stringent is shown by the fact that about 30
percent of claimants submitting valid NOHs are excluded from the analysis.

3 We also ran a probit model. 'Si‘nce’ however, the mean of the dépen;ient variable was near the m:&dlc

of the distribution, the parameter . estimates for the Probit and OLS regressions were-very close; thus, for
ease of exposition we are using the OLS estimates.
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Table 8-4
Probability of Submitting Notice of Hire by those Qualified

Parameter : Standard
WEA Multiples - 074%%+ o1
(4xWBA =1, 6x<WBA =2) ' -
Qualification Period o on 017
(long = 1) - - ,
White " 1044 027
Male . : : -026 -020
Age S : S : - 0004 » - .0008
Education . ;. .. o boset 0039
Goods producing industry o " L 020
(SIC 123 = 1) o |
White collar occupation - 160%** " 730
Earn 1 ($2000 in 1/4 BaseQ) | -013 o 045
Earn 2 ($2000 in 2/4 BaseQ) | 096%* 041
Earn 3 ($2000.in 3/4 BaseQ) : ; 154 : 039
Earn 4 ($2000 in 4/4 BaseQ) » ' : o 249%* 037
R (adj) = .115
N  =2987

***Cocfficient is significant at the 99 percent confidence level for a two-tail test.
**Coefficient is significant at the 95 percent confidence level for a two-tail test.
*Cocfficient is significant at the 90 percent confidence level for a two-tail test.

claimant with earninés over $2000 in all four qu“a‘rters prior to filing for benefits was 25
percentage points more likely to submit a NOH (if qualifie‘_d):,than a claimant with no or one

quarter with earnings of $2000 or more.

The experimental effects were also large. A claimant exposed to the highest bonus

multipliei had a participation rate 14.8 percentage points greater than did a claimant with the

183




lowest bonus multiplier. On the other hand, the length of the qualification period had no effect
on the part1c1pat10n rate of ehglbles These results, are as sh ould be expected The richer
reward presented by the hlgher bonus multlpher would be expected to increase the rate of
participation. On the-other hand, while a longer qualification period was expected-to-mcrease
the proportion of claimants whoquahfy for the bonus, there was no reason for the longer

period to increase participation. - .-
Oveféll, the R? of 0.12 indicates that most of the reasons for differences ar;iong eligible

claimants in participation are not.explained by this regression. Most of the explanation lies in

the personal reasons expressed in the survey responses and-discussed in Section 8.2.
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CHAPTER 9
BENEFIT-COST ANALYSIS OF A BONUS OFFER PROGRAM

Benefit-Cost Analysis (BCA) is a processfof assessihg the favorable and
unfavorable effects of a program, in which favorable effects are defined as benefits and
unfavorable effects as costs. BCA can be used whenever these effects can be measured
in monetary terms. Mark Thompson presented the following eight-step methodology for
‘undertaking BCA (1980, pp. 47-49):

Identify the decisionmakers arkld‘ their values

Identify alternatives (what options are to be compared?)
Identify benefits

Identify costs (program expenses or lost benefits)

Value all the effects monetarily

Discount all effects to present value

Take distributional effects into account

© N kAL D=

Aggregate the effects and interpret the results

In the remainder of this section, we use thié eight-step methodology as a
framework for undertaking the BCA for a bdnus offer program. The program
alternatives considered in this chapter are the same as the treatments in the WREB
experiment. However, the benefit and cost calculatiohs assume that it is an ongoing
program, and not an experiment, a demonstration, or a start-up program. Following is a

discussion of how the eight-point methodology is applied to the bonus-offer program.

1. Identify decisionmakers: The items to be included as benefits or costs depend
critically on the identification of the decisionmaker and its perspective. A government
agency, for instance, may take the view that optimization should be considered solely
from the perspective of its agency, or may take a larger view and consider optimization

from the perspective of the total society. Mathematica, in its study of the New Jersey Ul
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Reemployment Demonstration (Corson et al. 1989); did the BCA from the following
perspectives: Society, Empioyers,‘» Claimants, and the Government (separately for the
Labor Department and the rest of the federal government). Our analysis follows this

design, with three modifications regarding employer, claimant and government benefits.

A Employers would probably gain from a reemplo ent ‘bonus program because of
more rapid filling of job vacancies. These gams would be due to mcreased proﬁts
resulting from increased production that follows from more rapld filling of job vacanc1es
In addition, if laid-off workers become reemployed faster there will be a savmg in UI
taxes because of experience ratmg Estimation of both of these effects is beyond the
scope of this project, therefore we.do not consider employer beneﬁts of a bonus program
further.

Claimants can be assumed to benefit, or they would not respond to the bonus
offer. However, the extent to which they benefit is unknown. In a competmve
equilibrium environment with perfect knowledge we could assume that the value of
forgone earnings just equals the value of leisure. However, in the real world with
imperfect information, the individual claimant may derive net benefits from increased
employment. Ata minimum, claimant benefits equal the value of the bonus offer, and

they may be greater.

With regard to government, we assume that bonus costs wrll be borne drrectly by
the unemployment insurance system. However we will not distinguish between state and
federal governmental units, because the allocation of costs and benefits between these
two levels of government is a political decision, beyond the scope of this project to
evaluate Thus, our BCA wﬂl be from the followmg perspectlves socrety, the UI

system, and total government.
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2. Identify alternatives (what options are to be compared?): Six different bonus
offer programs, defined by the amount of the bonus offer and the length of the
qualification period, are evaluated. In the real world, there are many alternative ways
the government could spend money. Even within the cbnfines of programs to encourage
more rapid reemployment of UI claimants, thére are options other than the bonus offer,

but none of these are considered here.

3. Identify benefits (either direct or indirect): Benefits need to be defined in
terms of the decisionmaker’s perspective, as benefits to one group are costs to another.
For instance, transfer payments, such as UI compensation, are costs to the government,
benefits to the recipients, and neither costs nor benefits from the total society
perspective. Benefits accrue to the total society only if real income is increased.
Although indirect benefits, such as increased psychological and physical well-being or
improved ability to provide health and education benefits for children, may accrue due to
additional work effort, we have not attempted to asccrtain thci-r existence or to estimate
their value in the context of this program. It may, howe\}er, be assumed that most, if not
all, of the indirect effects from reduced unemploymcnt provi"de positive benefits to the
claimants and to society, making the measured direct effects an understatement of the

total benefits.

4. Identify costs (prbgram expenses or lost benefits): The s‘;vzme, issues of
identification and association exist for costs as for benefits. Costs accrue only if real
resources are used. Some costs are direct expenses of the prog;am, while others may be
indirect, such as the cost associated with "displ‘acemen’t" of honPaiticipa‘ﬂts by
participants (discussed more fully below). The costs to be considered in this BCA are
the bonus payments, the administrative costs of a program (not the experiment), and

costs associated with displacement effects.

S. Value all the effects monetarily: To conduct a BCA, it is necessary that all the

effect measures be in the same value units so that all the benefits can be added together
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and all the costs added together, and the two compared. Since money is the one value
measure that 1deally meets the add1t1v1ty cntena, all the benefits and costs are expressed

in dollars

6. stcount all effects to present value In order to add together and compare
benefits and costs that occur over time, or that occur in dllferent years, it is necessary to
discount future effects. ’In the BCA for WREB, however, dlscountmg Is not necessary

because all the benefits and costs are assumed to occur in a single benefit year.

7 Take dlstnbutlonal effects mto account The effects on income distribution

" are not consxdered m thls study

8 Aggregate the effects and mterpret the results '[’he two standard methods for
aggregatmg benef“ ts and costs for use in dec151onmakmg are (1) calculate Net Benefits,
defined as the dlfference between all benefi ts (B) and all costs (©),ie,B- C and (2)
calculate a benefit/cost ratlo ie., B/C (Thompson 1980, p. 72). For society as a whole,
the Net Benefit measure is most approprlate ‘because the l(aldor compensation
criterion’ suggests that all pl’OjCCtS should be undertaken that have positive net benefits,
since the losers (those bearing the costs) can be pand off by the winners (those obtaining
the benefltS) and leave a net surplus However, govemmental agencies operating with
fixed budgets would tend to use the benefit/cost ratio. Proposed projects would be
placed in a.queue in descendmg order of their benefi t/cost rattos The prOJect with the
highest ratio would be the first chosen and 50 on down the line of projects with
decreasing beneﬁt/cost ratros (greater than one) until the b»udget is exhausted. Both

calculatrons are made in our BCA.

" As defined in Henderson and Quandt (1971).
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9.1  Benefit-Cost Analysis

A BCA is conducted for six alternative bonus offer programs that replicate the
‘bonus offer treatments in WREB. The BCA is conducted from the perspectlve of the Ul

system, the government as a whole and total society.
9.1.1 Benefit-Cost Analysis from the Perspective of the UI 'System'

The benefits to the system are the reductions in Ul compensation payments that
result from the more rapid reemployment of claimants offered the bonus. The costs are
the direct costs of bonuses paid to claimants and the administrative costs of the program;
It is assumed that in a real program, bonus payments would be costs to the Ul system,
although in the experiment, bonus costs were borneby the U. S. Department of Labor as

party of their research program. Thus, the Net Benefit equation is:

change in compensation per eligfble claimant

B =

C = bonus cost plus administrative costs per ellglble claxmant and
B-C =  Net Benefit per eligible clalmant and '

B/C = the ratxo of benefits to costs, or the dollar value of benefxts

per dollar of cost.

Table 9-1 shows the components of the formula. The compen:sation data are
taken directly from the estimates of compensation change in Table 5-4. The bonus cost
calculations are shown in Table 9-2. For each bonus program option,. the bonus cost is
the product of the average value of the bonus paid in each program (treatment in the

experiment) times the proportion of eligible claimants who receive bonuses.
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Table 9-1

Beneﬁt-Cost Comparison of the Six Bonus Offer Programs
: (dollars per eligible claimant)

T1 T2 T3 T4 TS T6 All T’s
Society o
Earnings ' 3 93" 269 311 91 352 172
Admin Costs® ‘ -3 3 3 3 3 -3 3
Net Benefits -6 90 266 308 88 349 169
B/C Ratio N.C. 31 90 104 30 117 - 57
UI System C _
UI Compensatior® - -19 41 107 - 117 40 141 65
Bonus Payments’ 29 -80 -142 -46 -114 215 -95
Admin Costs 3 3 3 3 3 3 3
Net Benefits -51 42 -38 68 - -77 <77 33
B/C Ratio- N.C. 49 74 239 34 - 65 66
All Government o
Tax Revenues Neg - 14 40 47 14 53 26
UI Compensation --19 41 107 117 40 141° 65
Bonus Payments -29 -80 -142 46 -114 215" .95
Admin Costs -3 3 -3 -3 3 <37 -3
Net Benefits ' -51 28 2 115 -63 24 CT

B/CRatio N.C. 66 101 335 46 89, 93

* Earnings are calculated as the bonus induced change in full time equivalent weeks of compensatxon times
the average weekly earnings of eligible clalmants (See Table 9-2.)

® See Table 9-3.

¢ Change in Benefit Payments over the Benefit Year, from Table 5-4.

¢ Bonus payments are the product of the average value of the bonuses paid in the given treatment group
times the proportion of eligible claimants receiving a bonus payment. These numbers are taken from Table
9-2.

The calculation of administrative costs per eligible claimant is shown in Tablev 9-3.
These costs Were prepared in cooperation with Ms. Patricia Remy, Employment Security
Department, State of Washington. They represent. a best guess as to the administrative
costs of an ongoing bonus offer program. Following is a brief sketch of the structure of

the ongoing program that underlies the cost estimate.
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Table 9-2AJ

Benefit and Cost Components for
Benefit-Cost Analysis

o ‘ ‘All Claimants -
(1) ) 3 @) &) (6) O]

Average Value Proportion » Change in Change in Change in
of Bonuses ~ Collecting Bonus Cost Weekly , Weeks - Eamings Taxes
Paid Bonus (1) x (2) _ Wage Compensated - 4x(-5) 0.15x (6)
Ti $328.14 | 087 $28.64 $426.29 .008 -3.41 ) -0.51
T2 645.79 124 80.3 1 409.51 =227 _ 92,96 13.94
o T3 949.75 .150 142.19 403.95 -.667 269.43 ' 40.41
i R 26 139 45.52 415.05 -749 310.87 46.63
. TS 638.89 .178 113.77 412.74 -.220 90.80 13.62
T6 980.46 - | 220 215.25 ; 415.94 -.847 3"52.30 : 52.85
T4 32189 .14 37.33 420.47 -382 160.62 - 24.09
T2,5 - 64172 ' - 151 ' 97.06 _ 4}1.15 : 224 32.10 l3.8k1
T3,6 967.78 v 184 - 178.16 410,02 - . -.756 309.98 46.50
T » 653.47 .146 95.14 414.32 -416 172.36 - 25.85




Table 9-2B

Benefit and Cost Components for Benefit-Cost Analysis

All Except Union Hiring Hall Members and Claimants on Standby Awaiting Recall — .
10)) @ O @ &) (6) M.

“Average Value . Proportion : Change in Change in - Change in

of Bonuses Collecting Bonus Cost - Weekly Weeks Eamnings Taxes
- Paid Bonus (1) x 2) Wage Compensated 4x (-_5)_ : 0.15 x 6)

T1 o 32432 094 30.43 417.53 150 62.63 9.39

T2 T eanTs 131 83.62 401.36 -.166 663 - 999

g ™ 95028 163 154,42 386.94 -S12 19811 2.2
T T4 326.87 153 49.98 402.98 -.560 225.67 33.85
TS 635.75 189 120,17 40833 ..188 76.71 1151

T6 07333 S oam 226.92 a922 -7 299.14 44,87

T1,4 Cmses 40.53 409.95 ST . 88.96 1334

2,5 638.19 160 o212 40492 A7 71.67 10.75

T3,6 963.76 a7 19039 398,34 -.620 246.97 37.05

T 649.09 .156 101.37 405.08 -.303 122,74 18.41
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T1
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TS
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UT1,4
CT2,5
T3.6
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Average Value
of Bonuses
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333.96
682.62

1,051.07

354.97

686.62
1,066.79

346.53

685.04
1,060.41
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.120
151
.193
.165
211
1,280

143
182
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Table 9-2C

Dislocated Workers

€))
Bonus Cost
1) x(2)
40.125
103.05
202.97
58.68
144,91
299.07

49.77
124.91

251

Y
[N

129.7

(=)}

(12 quarters continuous employment)

@

Weekly
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455.47

429.32
42223
440.09
- 442.69
456.43 :

447.50

436.37

2

4
\O
F-N
0
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Change in
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40
-29
-95

Benefit and Cost Components for Benefit-Cost Analysis

-73
- -29

o2t

©
Change in

Earnings

4 x(-5)

-182.19
124.50
401.12
321.27
128.38
528.08

" 85.03
126.55
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—

97.

~3
w
W

()
Change in
Taxes
0.15x(6)
-21.33
18.68
60.17 o
48.19
19.26

- 79.21
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It is assumed that all UI claimants with valid new Washington State claims would
be offered the bonus, and that the offer would be made _' at "tl‘ii_e time the claim is filed,
thereby adding an estimated two minutes per claim for the claimstaker to present the
bonus offer to the claimant. The other costs that would impact the Job Service Centers
(JSC) are estimated by equating bonus program operations with existing operations that
appear most similar. These are the following: the time to process a Bonus Voucher is
assumed to be the same as processmg a Continued Claim F. orm; the cost of handling a
bonus claim denial is assumed to be the same as cost of handling a nonseparation demal
or allowance; and the cost of handling appeals in the bonus program are considered the
same as handling an appeal to a nonseparatxon denial. The frequency of bonus
payments and denials per claim have been estimated using the ratios of total bonuses to
initial claims, and the ratio of both NOH and Bonus Voucher denials to initial claims
that were found in the experiment aver;iged over all six treatments. The ratio of appeals
to denials was estimated using State of Washington ratios of nonseparation appealsto
initial claims. The experiment could provide no information on this issue, since appeals

were not allowed in the experiment.

Central office costs are based on the assumption that one program administrator

and one clerical assistant could handle the central office chores for the entire state in an

- ongoing program. AdminiStration of the bonus offer would be similar to that of any

other Ul payment,'and would also be subject to recovery for fraud or overpayment. The

process would be automated. ' Claimants would notify the Employment Security

- Department about acquisition of a full-time job on the claim form, which would be

automatically entered into the system. The Notice of Hire: form would not be used. The
system could track the claim history for four months, automatically sending'a Bonus
Voucher and a notice to participants to-get employer verification of employment. The
claimant would mail the Voucher and employment verification to the central office.
Operations at the JSC would be limited to informing the claimant about the bonus offer,

and handling denials and appeals.
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As shown in Table 9-3, this highly automated system Would result in a program
with very low administrative costs, about $3 per eligible claimant. These costs are added
to the bonus cost for each program to yield the estimate of total cost per claimant from

the perspective of the UI system.

The net benefit of each program option is the difference between the reduction in
UI compensation and the bonus costs. We use the parameter estimate from the CLS
regression as the best estimate of program effect, regardless of statistical significance.
Table 9-1 shows that only treatment 4 shows positive net benefits (or Benefit/Cost
Ratios over 1). The next best program is treatment 3 (high bonus, short qualification
period). This treatment op‘fion appears to be better than treatment 6 (high bonus, long
qualification period), because the shorter qualification period results in a lower take-up
rate and thus lower bonus costs, which more than compehsates for the slightly lower

benefit value (reduction in compensation payments).
9.1.2 Benefit-Cost Analysis from the Perspective of All Government

As can be seen in Table 9-1, the net benefits ‘for all government units are more
positive than for the UI system alone, because the government has another source of
benefits, namely, the additional taxes collected because of the additional earnings by the
claimants responding to the bonus offer. We have used an estimate of 15 percent of the
earnings as the tax return to government. This is the low fedéral level, and seems
appropriate for the group involved here. We do not include other payroll taxes, such as
FICA, because these represent obligations on the part of the;gov’ernkmem for future
payments, and thereforé do not constitute unencumbered new revenue. For all of
government, treatment 3 now becomes essentially a break-even proposition. All others,

except treatment 4, still show negative net benefits.
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Table 9-3

Administratxve Costs for an Ongomg Bonus Offer Program

C entral Office Cost

1 Program Admmlstrator & 1 clencal assxstant ) -

Fringe Benefits @ 283%
- Nonpersonnel services @ 16% of sauary

Admmnstratlve Staff and Technical Cost @ 1635%

Total new intra-state claims,'FY90 ‘-
Central Office cost per new claim

1988 Dollars

$ 45,900
12,990
744

1,505

$ 73,7139

227,484
$ 32

Job Service Center Costs

Costs per minute: JSC Specxahst 1 @ 1, 776 ‘per month plus irmge benefits @ 28.3%, non-
$1,776 x 1.6065 = $3,075 per

personnel services @ 16%, and AST costs
mont/9600 minutes per month = $.32 per

Additional time for
" the initial claim

Processing Bonus
payments

Allowance

Denials

Appeals— Lower level
- Higher level

Total Cost per claimant
Total Cost per eligible claimant (add 16%)

@ 1635% of salary =
minute

Txme per
Operation

- 2'minutés

4.5 minutes'
27 minutes” -
27 minutes

34 minutes
20 minutes’

Units per
Claim

1

29
129P

$ per
Claim

$ .64

19

111

01
$2.20

$2.52
$292

* Allowed time for processing a Contmued Claim Form _
® Ratio of total bonuses to initial claims in experiment, i. e. 1 816/ 14, 080 (see Table 3-1, Chapter 3)
¢ Time allowed for a nonseparatlon denial or allowance.
4 Ratio of NOH and bonus denials to mmal claxms in expenment, i e, (278 + 130) /14,080 (see Table 3-1,

Chapter 3). .
® Time allowed for lower and lugher level appeals.

* Proportion of nonseparatnon appeals to mmal clanms. :.06 x 029 (low«er) + 01 x 029 (hngher) = 07x

029 = 002.
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9.1.3 Benefit-Cost Analysis from the PerspeCtive of Total Society

The net beneﬁt to total socrety is the sum of all beneﬁts and costs to the
1nd1v1duals who cornprlse the socxety In computmg net beneﬁts to total society, transfer
payments net out to zero, since they are benefits to the remptents and costs to the
taxpayers. Thus, neither the savmgs in Ul compensatlon nor the payment of bonuses
become net ‘benefits or costs to total society. For there to be a net beneﬁt to total
society, there must be an increase in real income greater than the real costs incurred to

produce that income.

For the bonus offer program the increases in real i income are. represented by the
increase in earnings of those respondmg to the bonus offer ‘The real costs incurred to
produce that additional income are the admtmstrattve costs of the program and the value
of leisure forgone by the claimants. As we noted above, hoWever, we have no means for

placing a value on the'forgone leisure. Since our calculation of 'societ'y benefits do not

include an estimate of this value our estimates must be regarded as an overstatement of

true societal beneﬁts

In Table 9-1, the earnmgs are calculated as the product of the <hange in covered
unemployment caused by the bonus offer (see Table 5-4) and the average full-time

equivalent weekly wages of ehglble claimants.> Costs are merely the $3 per claimant

administrative costs of the program The estlmated net beneﬁt is the difference between

? Full-time equivalent wages were calculated from the data for 9,907 of the 12,452 eligible treatment-
assigned claimants. To be included in the calculation, the clanmant had to have served a waiting week within
three weeks of filing, terminated benefits before exhaustion, and have wages in the full quarter after -
termination; claimants who served no waiting week are included if they have wages in the full quarter after
filing, Sixty-one of those who qualify by this definition are excluded because of extreme: values--hourly wages
averaging less than $2.35 or more than $100 for the quarter. The full-time eqmvalent weekly wage was
calculated for this group as follows: hourly wage rate = total wages in quarter minus any wages where the
hours are 0 minus wages where the hours are blank divided by the reported hours; weekly wage = hourly
wage rate x 40 hours.
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the change in earnings and the admrmstratlve costs, resultmg ina surpnsmgly large net
societal benefit for all of these program opttons, and enormously large B/C rattos.

There are three srmphfymg assumptrons in these calculauons The first ts that the
value of forgone lersure 1s zero, Since this is unhkely to b< the case, our estmtate of net ‘.
benefits is overstated by an amount whrch ‘may be as large as the full amount of benefits i
shown.? Second 1t is assurned that all the change in compensated unemployment
represents mcreased employment Smce reemployment was a condition for obtarmng a.
bonus, the assumptron that the change in unemployment eausally connected to the bonus

offer represents additional employment is reasonable.

The thrrd snnplrfyrng assumptlon is that there is no dtsplacement of
nonparticipants. Any reductlon in earmngs by nonpartrcrpants due to drsplacement ) |
would have to be deducted from the gain in earnings as a cost. of the program. Although
we have no direct ev1dence regardmg dlsplacement at this time, the theorettcal work of
Davidson and Woodbury suggest that on balance there shouldn t be any drsplacement
They write: *...asa result of the bonus program, any worker is morehkely tobe . .
employed at'a given time . . . We conclude that reductions in covered (program :
 participant) unemployment do not come at the expense of increased uncovered
(nonparticipant) unemployment and in this sense the bonus program entails no " _
dtsplacement effect" (Davrdson and Woodbury 1990 p. 18) The reasons the authors '
beheve there is no dlsplacement is that increased search effort by covered workers L
rmproves the performance of the economy by creatmg new ]obs and. these new jObS

eventually produce vacancies for other workers. Second, increased search effort by the "

3 The benefit-cost’ analysis presented considers only values which can be objectxvely measured Early
return to work involves a loss of leisure time, but it also involves a gain in psychic benefits associated with
being employed. Separately it is difficult to assign economic value to these quantities, and on'net it'is hard
to say which dominates. By excluding these factors from the cost-bensfit analysis, we implicitly assume’ ‘they
cancel each other out. This approach is not without precedent. ‘A well-regarded text on benefit-cost analysus B
by Edward Gramlich, A Guide to Benefit-Cost Analysi (1990), does not include the value of Iost letsure in
the discussion of benefits to work-generating programs. - S
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participating workers triggers an increase in search effort by nonparticipating workers,

and this rivalry effect also tends to neutralize the displacement effect.

 Thus, from the perspective of total society, the bonus offer appears to be a very
cheap means for increasing total employment and earned income, and most likely, net
benefits. Since, however, the program represents a net cost to the UI system and to
government as a whole, additional revenue sources would need to be tapped in order to

finance any of the six bonus offer programs tested in WREB.*

9.14 The Benefit-Cost Analy51s Reconfigured as a Dollar Bonus and Weeks for
Qualification

In Chapter 5, the impacts of a bonus program reconfigured to measure the
impacts of programs that differed by the dollar value of the bonus offer and by the
length. of the qualification period in weeks were measured using a linear regression
model. ‘The predicted values from that regression-are displayed in Figure 5.1. In
addition; a cross-hatched area is shown that represents the range of bonus offers in
which the benefit/cost ratio from the perspective of the UI system is 1 or greater.’> The

B/C ratios are numerically presented in Table 9-4.

‘4 Tlus is technically not the case for treatment 4, which showed large positive net benefits; but the lack of
symmetry with the results for the other five treatments makes the results for treatment 4 too suspect to be
considered as representing a true program impact.

»,;"‘: © ok ) o . . )

® The benefit/cost ratios are calculated using the following model to calculate benefits and costs:

Benefits = -0.065 * $ Bonus Offer - 5.48 * Qualification Period
Costs = $ Bonus Offer * (9.989 x 10°° * $ Bonus Offer + .00997 * Quahﬁcatlon Penod)

The beneﬁt equation prov:des OLS estimates of the change in UI compcnsatxon as a function of the
bonus offer level and weeks of qualification (described in Section 5.3). The part of the cost equauon within
the parentheses is the OLS estimate of the probability of a treatmcnt-assngned clalmanl receiving a bonus as
a function of the bonus offer level and weeks of quahficatnon, i.c., probability of receiving a bonus = f(bonus
offer, qualification period, control variables). The cost is the product of this estimated probability times the
value of the bonus offer.
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" Table 94

‘Simulated Benefit/Cost Ratio®

Based: on Continuous Model Estimated on Treatments

" Weeks in the Qualification Period =

Bonus - — : — - - : T —

Amoum 3 4 5 6 7 '8 9 10 11 12 13
110 52 52 52 51 51 51 5.1 5.1 51 51 51
160 37 . 36 36 36 36 35 - 35. '35 35 35 .35
210 28 28 28 2.7 27 27 27 2.7 2.7 27 27
260 23 23 22 22 22 22 22 22 22 22 22
310 1.9 19 19 19 19 1.9 1.9 19 1.8 18 18
360 17 17 16 16 16 16 1.6 16 16 16 1.6
410 15 15 15 14 14 14 .14 14 14 14 14
460 13 13 13 13 13 13 13 13 13 13 13
510 12 12 12 12 12 12 12 11 11 11 11
560 11 11 11 11 11 11 11 1.0 10 10 10
610 1.0 10° 10 ‘1.0 1.0 1.0 1.0 10 1.0 1.0 1.0
60 .09 09 09 09 09 09 09 09 09 09 - 09
710° 09 09 09 09 08 08 08 0.8 08 ~ 08 0.8
760 08 08 08 08 08 08 08 08 0.8 0.8 0.8
8100 08 08 08 0.8 0.7 0.7 0.7 0.7 07 07 07
860 07 .07 - 07 07 0.7. 0.7 0.7 0.7 07 .07 07
910 07 07 - 07 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7
960 07 06 06  ~ 06 06 06 - 06 0.6 06 . 06 - 06
1010 06 06 06 0.6 06 . 06 06 06 06 . 06 06
1060 06 06 06 06 0.6 0.6 0.6 06 0.6 0.6 06
1110 06 06 06 06 06 0.5 05 05 05 05 0.5
1160 05 05 05 05 0.5 0.5 0.5 05 05 05 05
1210 05 05 05 0.5 0.5 0.5 0.5 05 0.5 0.5 0.5
1254 05 05 05 0.5 0.5 05

0.5

05

0.5

0.5

0.5

3The benefit cost ratio, B/C, is a function of the parameters of the bonus offer: the dollar bonus amount
(BONUS), and the number of weeks in the quahﬁcatlon pcnod (WEEKS). 1tis computcd using the results-
of models estimated including the control variables given in Appendix A. The numerator is the reduction in

UI compensation estimated in the continuous model: B = (0.065 * BONUS) + (5.48 * WEEKS). The .. -

denominator, C, is the product of the dollar bonus amount offered and the take-up rate for that offer. The
take-up rate is R = (0.00009986 * BONUS) + (0.009967 * WEEKS), so that the equation for the cost of a -
bonus offer is: C = BONUS * R The take-up rate equatxon uses est lmatcs from a lmear probabxhty model
of bonus rcccnpt
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The area in which the B/C ratio exceeds unity comprises all of the bonuses less
than $600 over the whole range of qualification peridds. Remember that none of the six
observed treatments had benefit/cost ratios greater than om;:' (see Table 9-1). The
greater benefits shown for small bonuses derives from the nature of the linear model
that forces the bonus effects to be proportionate to the size of the bonus, thereby raising
the estimated effects for small bonuses above that which we actually observed. The
linearization of the cost model does not distort reality to the same degree. “As a result of
the distortion of benefits for smaller bonuses in the linear model, bonuses under $600

appear to have net positive benefits from the UI system perspeétive.~

9.2  Benefit-Cost Analysis of a Bonus Offer Program for Selected Population
Subgroups C

Two subgroups emerge as possible candidates for a more specifically targeted
bonus offer program. These groups are older workers and dislocated workers (defined in
terms of the longevity of their work history). In this section, we estimate the societal and
governmental net benefits from programs directed at these two groups. Because in each
case the analysis must be conducted on a relatively small sample, we use the three
treatment combination rather than the six individual treatments, thereby ignoring

differences in the possible effects of the qualification period on net benefits.
9.2.1 Benefit-Cost Analysis of a Bonus Offer Program for Older Workers

One possible target group is older workers, who may be particula:rly good
candidates for a bonus offer program because they may experience more voluntary
unemployment than younger workers. This would be the case if older workers were
more discouraged than younger workers about their job prospects, or if they had higher
reservation wages than younger workers because of more assets or outside income. If

this is the case, a bonus offer may succeed in increasing voluntary job search by older
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workers. Defining older workers as being 45 years of age or older, we do find a larger
impact of the bonus offer on their compensation and weeks unemployed than for
younger workers (see Table 6-12). We saw in Chapter 6 that the difference was.
particularly strong for older males (See Tables 6-24 and 6-25). The larger impact

translates into larger net benefits than for the sample as a whole. (See Table 9-5.)

- ‘Looking at-a bonus offer program equivalent to the: averége of the six
experimental treatments (WBA multiplier of 3.75 and Qualification period of .3 times
entitlement duration plus one-week), we see that an older worker program has a B/C
ratio for the UI system of 1.78 and for government as a whole of 2.40. Given the large |
societal benefits, an older worker program has promise. However, as noted in Chapter
6, the additional effectiveness of the bonus offer for older workers is concentrated among
males. Unless that concentration was also consistent with some other policy objective,
such as additional incentives for dislocated workers, an older worker bonus policy only

effective for males would have problems.
9.2.2 Benefit-Cost Analysis of a Bonus Offer Program for Dislocated Workers:

In Chapter 6, evaluations were conducted for dislocated workers usihg three
different definitions of dislocation, all related to the claimant’s work history. The largest
impact of the bonus offer was found for claimants defined as dislocated by having been
employed steadily for 12 éonsecutive quarters. The largest impact translates into the
largest value of net program benefits, and our discussion of the net benefits of a bonus

offer program targeted on dislocated workers is confined to this group.

From the perspective of the Ul Asys'tem,' or the government as a whole, none of the
alternative bonus offer progf_éms look particularly attractive as a dislocated worker
program. In Table 9-5, the B/C ratios are greater than plus one only for the high bonus
offer from the perspective of all government. In general, we conclude that the BCA did

not disclose the bonus offer program as particularly viable for dislocated workers.
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Table 9-5

Benefit-Cost Analysis of a Bonus Offer Program
for Selected Subpopulation Groups

T1,4 T2,5 T3,6 All T’s
Older Workers
Net Benefits (Dollars per Claimant):
Society 416 221 367 329
UI System 115 11 45 59
All Government 178 45 100 109
Benefit/Cost Ratio:
Society 139 75 123 111
UI System 412 1.13 136 1.78
All Government 5.66 1.52 1.78 2.40
Dislocated Workers
Net Benefits (Dollars per Claimant):
Society 82 124 461 194
UI System -29 92 -36 -53
All Government -16 -73 34 -23
Benefit/Cost Ratio:
Society 28 42 155 66
UI System 44 31 86 60
All Government 66 46 1.13 81

Note: For Benefit/Cost Ratios, the table presents the numerators; the denominators are always equal to 1.

However, dislocated workers did respond to the bonus to a somewhat greater extent than
nondislocated workers, according to the analysis in Chapter 6. Since the high bonus
offer could providé met benefits to the government, the UI system could be compensated
for its losses by transfers from other government agencies, and society as a whole would

appear to benefit from such a program.
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CHAPTER 10 o
POLICY IMPLICATIONS AND CONCLUSIONS

In this final chapter, we present conclusions-about what has been learned from
WREB and what the experimental results suggest for unemployment in:s,urance_ un
policy. Before finally reviewing the results, we compare WREB findings with those of
two other bonus offer experiments. This comparison will help to evaluate the usefulness
of WREB results for national UI policy.

10.1  Comparison of Results from WREB with those from Other Experiments

In this section, the impacts of the bonus offer on UI compensation and weeks of
insured unemployment in WREB are compared with those from the Pennsylvania and
Illinois Bonus experiments. (See Corson et al, 1991; and Davidson and Woodbury,
1991.) A fourth experiment conducted in New Jérsey in 1986-87 offered job search
assistance combined with a reemployment bonus. (See Corson et al, 1989.) Although
the bonus offer in the New Jersey experiment appeared to have effects similar to those
in WREB, the experimental results cannot be compared, because the bonus offer in the
New Jersey experiment was made seven weeks after filing. Since the bonus offer in
WREB was made at the time of filing, no WREB subsample is comparzble to the
population eligible for the New Jersey experiment. Before comparing results across
experiments, it is necessary to briefly describe the desivgns of the other two experiments

and to compare the eligibility criteria used to select the claimants for the experiments.
10.1.1 Comparison of Designs Across Three Bonus Offer Experiments

Following is a brief descr‘iptionkkof the éxperimental designs of the Illinois and

Pennsylvania experiments:
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The Illinois Regmplgmeng Bonus Experiment:

The Illinois'Reemployment Bonus Experiment was conducted in 20 sites in
central and northern Illinois in 1984-85. ‘The experiment consisted of two treatments. In
the élaimémt treatment, a single bonus 'Qf $500 was offered to eligible claimants for
obtaining full-time work within 11 weeks of filing for benefits and refnaining employed
for four months. In ”the‘employer treatment, an employer hiring a qualified claimant
received a bonus of $500 if the clalmant met the same conditions as prescribed for the

claimant treatment.

The Pgngsy lvania Reemployment Bonus Demonstration:

The treatments in Pennsylvania were:

Bonus Amount Qualification Period

| Treatment1 - ~ 3xWBA | 6 weeks (short)
Treatment 2 ’ " 3x WBA 12 ._weeks (long)
Treatment' 3 6 x WBA 6 weeks
Treatments 4and 6~ |  ~ 6x WBA 12 weeks
Treatment §- . . 6x WBA/dechmng . 12 wcekS'

* No voluntary job search workshop.

AH treatments, except treatment 6, had a voluntary job search' workshop (JSW)
component that was so little used as to be considered irrclevant. In the Pennsylvania
evaluation, treatments 4 and 6 were combined and considered a single treatment,
equivalent to T6 in WREB Pennsylvama treatments 1 and 2 have bonus levels half way
between the low and Imddle bonus levels in WREB. The Pcnnsylvama quahficatlon |

period lengths were close to the mean lengths for the short and long qualification |
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periods in WREB. The reemployment period of 16 weeks was virtually the same as that
required by WREB. - o |

10.1.2 Comparison of Eligibility Requirements Across the Three Experiments

Eligibility criteria differed somewhat across the three fexperiments, as can be seen
in Table 10-1. All three experiments required claimants to be monetarily eligible for UI
benefits. All three also had some requlrements regarding nonmonetary <=hglb111ty, but
the requirements differed across the experiments as follows:

* Pennsylvania required that there be no non-monetary

disqualification for the duration of the spell.

* Illinois required that there be no such stop at the time of cualifying

for the bonus. | | | | |

* WREB required that there be at least one week in which there was

" no benefit payment stop for non-morieté.ry reasons prior to
reemployment or prior to the end of the qualification period,

whichever came first.

Waiting week requirements differed across the experiments, as follows: -

* In Illinois, filing a claim automa’ti‘cavlﬁl'y’ involved claiming a waiting
week.
* Pennsylvania required that a waiting week be served.

* WREB had no waiting week requirements.

Claimants exempt from work search due to standby status or bein;w a member of a

full-referral union were treated differently across expenments as follows:

* Pennsylvama reqmred that the clalmant not be exempt from work
search.
* In Illinois, there was no formal exclusion. However, since

enrollment occurred at the time of registering for work with the Job

207




Service, there was a de facto exclusion of most work search exélﬁpt o

claimants.

*  Inthe WREB experiment bonus offers were made to claimants

exempt from work search, but bonuses were not paid to any

claimants who were recalled to their previous job or were placed on

their new job through a union hiring hall.

Table 10-1 -

Eligibility Requirements for Pﬁrtit:ipatidn in Four Experiﬂ1éi1ts

Is This a Requifement? ~ Washington

Hiinois ~ Pennsylvania

Mon. Elig. at Filing Y N '

Monetarily Eligible R » Y ‘ Y.

No Indef. Non-Mon. Stops :
Full Period N N Y
Some Part Y Y Y

Claim a Waiting Week N Y Y

Serve a Waiting Week N N Y

Not Work Search _Exémpt N N Y

Claim not Interstate, Y- Y Y
UCX, UCFE ' , .

Claim not Backdated over N N Y
two weeks' o :

Y = yes, a requircment to participate in experiment
N = no, not a requirement to participate in experiment

None of the experiments enrolled claimants who were exclusively inter-state

claimants (earned qualifying wages in another state), UCX (ex-military), or UCFE

(recent federal employee) claimants, since these payments are not charged against the

host state’s UI trust fund. Among the experiments, only WREB had the requirement
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that a WBA be estabhshed at the time of filing, thereby elmunaung all claimants whose
base period wages ‘were ot known at the time of f’ﬂmg, e.gw,seate employees : ok
Pennsylvania was unique in excluding claimants who sbackdateda»t_hemsiclalms ‘more than’

two weeks.

Creating a sample of claimants who met the joint eligibility criteria for all three
experiments might eliminate 20 percent of the WREB sample. vFor WREB, omitting the
no-waiting-week grodp reduces the sample of eligible claimants by 1,233,and omitting
the work-search-exempt group eliminates about 1,800 claimants from the sample of
15,534.! | e

10.1.3 Comparison of Expenmental Impacts on Compensatxon ‘and Weeks of Ul Beneﬁt
Payments Across the Three Experiments .

Table 10-2 compares the estimated effects on compensation in the benefit year in
Pennsylvania and WREB. Two sets of results for WREB are presented: (1) the mean
effect of specific treatments, with results from the low and middle bonus treatments
averaged to create a simulated treatment equivalent to the low treatment in
Pennsylvania; (2) the WREB response from the continuous variable model evaluated at
a bonus value equal to the WREB sample mean values of the WBA multiplied by the

bonus multipliers used in the Pennsylvania treatments, and qualification periods equal to

that in the Pennsylvania treatments. The WREB results were made to be comparable to

those from Pennsylvania by using the sample excluding claimants who did not serve a
waiting week. Except for the weakest treatment (low bonus, short qualification period),

WREB results are somewhat stronger than those for Pennsylvania.

Table 10-3 shows the same comparisons for weeks with some compensation.

These results indicate that WREB and Pennsylvania results were very similar. The short

' Eliminating both groups from the WREB sample would probably reduce the total sample by less than
the sum of the two groups because of overlap.
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qualification, low bonus results are somewhat Stronger in Pennsylvania, and the short

qualification, high bonus results are somewhat stronger in WREB. The results for the
long qualification period are very close in the two experiments, for both low and high
bonuses.

Table 10-2

Experimental Effects on Compensation in Pennsylvania and WREB

WREB *
Pennsylvania * Mean Regression

o 7 “Treatment ~ Estimate ¢
Short Qual . $104 - $37° . $74
Low Bonus ' ' o _
Short Qual o 97 134 , 119
High Bonus . ‘
Long Qual . .67 96 © : 104
Low Bonus '
Long Qual -~ 129 . 157 149
High Bonus :

* As reported in Corson et al (1991).

® The sample used for WREB exclud&c those not serving a wamng weelc. '

° A simple mean of the low (2xWBA) and middle (4xWBA) bonus multipliers was used for WREB to
replicate the low bonus muitiplier of 3xWBA in Peansylvania. , :

¢ Computed from the continuous variable model, with the following OLS equatlon Y=a+bB+cQ+DZ
+ u, where b = -0.1,c = -4.89,and Z is a set of control variables.

“ This represents a simple averaging of the results, of Pennsylvania treatinents 4 and 6.
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Table 10-3 :

Experlmental Effects on Weeks with Some Compensatlon

in Pennsylvania and WREB
WREB ®
Pennsylvania * - Mean  Regression
Treatment Estimate ¢

Short Qual 65 27°¢ 38
Low Bonus
Short Qual 43 : 86 69
High Bonus o
Long Qual ’ 35 48° 44
Low Bonus '
Long Qual 82° 80 s
High Bonus

* As reported in Corson et al (1991).

® The sample used for WREB excludes those not serving a wamng week.

¢ A simple mean of the low (2xWBA) and middle (4xWBA) bonus multipliers was used for WREB to
replicate the low bonus multiplier of 3xWBA in Pennsylvania.

¢ Computed from the continuous variable model, with the following OLS equation: Y = a + bB +cQ + D'Z
+ u, where b = -0.0007, ¢ = -0.01, and Z is a set of control variables.

® This represents a simple averaging of the results of Pennsylvania treatments 4 and 6.

To compare WREB and lllinois, it is necessary to update the value of the Illinois
bonus offer of $500. In that experiment, the $500 offer was equivalent to a bonus offer
at 3.85 times the average WBA of the claimants in the sample. Using the Washington
average WBA of $151, an equivalent bonus at 3.85 times the WBA would equal $580.
Table 10-4 shows the comparison of WREB and Illinois results. For this comparison, we
use the sample of WREB claimants who were not exempt from work search, and the

sample of Illinois claimants who were not eligible for the Federal Supplemental
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Compensation (FSC) extended benefit program.? The WREB impacts for treatment 5,
were much smaller than the Illinois treatment impact. However, when estimated using

the continuous variable mbdelv,the impact estimates were quite similar. -

Table 10-4

Experimental Results of Illinois and WREB 'Corriparcd

Ilinois -  WREB

Mean Effects Regression
v Treatment S Estimates
Compensation » $94 | $43 . $98
Weeks Jr o 21 . 44

The main story emerging from the comparisons is that despite différencés‘in_: .
treatment design and eligibility criteria, there is a great deal of consistency in the
magnitudes of the experimental response. A middle level bonus of about $600, or -
4xWBA, causes a decline in Ul compensation' of somewhat under $100 and a decrease in
duration of insured unemployment of a little more than one-half week. :High multiplier
bonuses have proportionately larger effects. Results of the treatments with midcﬂe and
high level bonuses and long qualification periods are the most consistent across the
experiments. The low bonus, short qualification period treatment in Pennsylvania and
the low bonus, long qualification period treatment in WREB fall outside the patterns of
the other treatments. Of course, Illinois is not subject to such inconsistencies, because . -

there is only one treatment.

2 In the Illinois experiment claimants eligible for FSC were entitled to 38 weeks of benefits while non-‘
FSC claimants were entitled to 26 weeks; the latter group is more comparable to the Washington sample.
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10.2  Policy Implications and Conclusions
10.2.1 Internal and External Validity

Internal validity is achieved if the results are unbiased estimates of the-effects of
the experimental treatments on outcomes of interest. We identify five potential
problems as possibly affecting internal validity: (1) administrative modification-of the -
eXperimental design, (2) learning effects, (3) Hawthorne effects, (4) selective ,.atti'iti‘()n,

and (5) displacement.

Intended or unintended deviations from the design could easily occur in a field
experiment operated as an added feature of an ongoing program. We are confident that
this did not occur in WREB. The latitude available for altering either the assignment of
claimants or the process of enrollment in the 21 Job Service Centers (JSCs) was very = -
small. - Assignment was done by computer using Social ‘Security numbers; the enrollnient
process was explicitly laid out in a claimstaker Desk Aid; a concise WREB'information
sheet was issued to treatment-assigned claimants; and the field staff was consistently -
trained to provide precise and similar information to all assigned claimants. The entire’
procedure was monitored through personal visits by staff of the WREB central office, -
USDOL, and the Upjohn Institute, and by computer checks on local office operations
using the Participant Tracking System (PTS). 1 EE

Ex post checks indicated that appropriate assignment occurred. ‘Demographic and
other characteristics did not differ across treatments from what would be expected from :
random assignment. A competent and diligent central office staff, led by Patricia Remy,
and armed with an accessible and up-to-date PTS, assured that assigned claimants met
the criteria for eligibility at each of the three stages in WREB's operations: enrollment,
NOH filing, and bonus payment. Ex post, only 3 of the 1,816 bonuses paid may have B

been issued in error. The bonuses paid conformed precisely to the expected multipliers
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of the WBA. We therefore have good reason to beheve that WREB administration did
not reduce internal validity. ' R SR : o

The second potential problem affecting internal validity is the presence of
leaniing effects. Learning effects are changes in the behavior of experimental -
participants that occur over time for at least two reasons:

(1) participants increase their understanding of the consequences of their behavior as the
experiment progresses; and (2)-it takes time for pamcxpa nts to adjust their behavxor in

response to experimental incentives. <

Increased understanding could be manifest in increased participation over time,’
but such an increase was not evidenced in WREB. In fact, NOH filing declined in the
later months. Learning effects could also occur if there was a serious problem of
communicating the procedures for participating in the experiment. 'We believe that.this:
problem is likely to have been very small. Simple one-page instructions were given both
orzilly and in writing, with consideration given to any language problems that could have
prevented understanding (e.g, written material was provided in both English and Spanish,
and special translators were available for some Asian languages). Since job search is.
expected to begin immediately after filing for benefits under present law, no special -
behavior was required for the claimant to respond to the experiment. Thereforé, no

elapsed time was needed for participants to adjust their behavior.

The third potential problem is the well-known Hawthorne effect, i.e., the
participant responds to an unintended treatment rather than to the designed treatment.
Since the bonus offer was presented as simply an added reward for accomphshmg goals
that should already have been set, it should not have required new actions onthe

claimant’ s}part(e.gv.,: _such as attendm_g j()b search workshops). Furthermore, the

experiment did not establish any new systems of monitoring claimant actions. ‘Thus, we

believe that thepo»ssibilityl of HaWthorne effects is lower in the bonus offer experiment -

than in other more invasive programs to stimulate job acquisition. Since the impact -
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results are estimated over all eligible claimants assignéd to the experiment, the
experimental-control comparisons are devoid of any attrition, thereby climinating the
possibility that selective attrition reduced internal validity.

The last internal validity problem is displacement. Displacement occurs if the
duration of insured unemployment of control group members was increased by
treatment-assigned claimants filling available job slots more rapidly. Although
displacement could be a problem of external validity, it is unlikely to have been a
problem of internal validity for two reasons. (1) Only 16 percent of new filers in all but
one of the JSCs (32 percent in Rainier) were treatment-assigned, and they constituted
only a tiny fraction of the number of unemployed seeking work in the state; therefore,
even if some displacement occurred, it could have only an insignificant effect on the
reemployment probability of the control group. (2) Theoretical work by Davidson and
Woodbury (1990) leads us to conclude that increased job search encouraged by the
bonus offer tended to make job matching more efficient, thereby reducing overall

unemployment.

There would not appear to be a concern about the internal validity of the
experiment.> We now consider the question of external validity. External validity
relates to the ability to transfer the results of the experiment to a different population
and environment, most specifically to the larger population and environment envisioned
in a state or national program. An experiment may be externally valid under certain

circumstances and not others. For instance, if the experiment was operated at times of

3 However, the need for control variables to reduce heterogeneity and the absence of logical progression
in response across treatments of increasing bonus offers raise questions about the robustness of the
experiment. The introduction of control variables in the equation to reduce experimental error resulted in
large increases in the estimates of treatment impact on UI compensation. This suggests that despite random
assignment, there was unintentional sample selection bias that could have affected the results. Differences
among the treatment groups in the size of the WBA affected the outcome measures that required
adjustment. The absence of positive correlation between bonus size and impact--mainly due to the large
anomalous treatment 4 impact--does not conform to expectations and appears in most of the subgroup
analyses. Our inability to explain the strong impacts of treatment 4 relative to the treatments with higher
WBA multipliers leaves us puzzled.
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particularly low or high unemployment it may be relevant for pohcy only when the labor
market condmons are rephcated SEIGTLR AR A T e S SRR B I AR
A subtlé problem that we tried particularly hard to'avoid in WREB was providing
information that would be different from that provided in'an ongoing bonu$ program.
F or ins’tari'ce" if the bonus was only-' aVailabie to "cla"imants' 'Whof had lal'r‘e'ady "exp‘er’ienced a
known until the time of eligibility in the experiment; there is clearly an' éxternal validity
problem: 'That information will be known to’evéryone once there is a regular program,’
and behavior will be affectéd by that information. External validity is reducedif some "
group is excluded from the bonus offer who, by a readily available change in behavior,
could make themselves eligible.” For instance; ‘excluding persons on' standby-could result
in claimants not declaring standby status when otherwise eligible. This problem was
avoided in WREB, since évery claimant filing'a new claiin who could possibly be eligible,
‘or become eligible, was given a bonus offer-at the date of filing. Thus; if WREB were to
become an actual program, all persons filing new initial claims would receive exactly the

same information as treatment-assigned claimants received under WREB.

A potential problem of external validity existed because of a large percentage of
claimants assigned to the experiment who appeared to be eligible for a bonus but did not
part1c1pate m the expenment Survey data indicated that about 66 percent of ehglble
claimants- actually part1c1pated in the expenment Thls implies that the cost of the bonus
program could increase by about S0 percent in a- fully 1mplemented program 51mply '
because _more: ehglble claimants would collect bonuses Based on the less preclse data
from admrmstrauve records the WREB partlcrpatron rate may have: been even lower--
perhaps as low as 53 percent. Before extrapolatmg from these findmgs two caveats
should be entered Fi irst, 100 percent partlcrpauon does not: occur in any. government |
program, therefore it 1s unhkely that the number of e11g1b1«° clalmants who state, T do
not understand "rp forgot or. *T don’t want to parucrpate " would declme to zero or even

close to zero. Second, to the extent that claimants do not part1c1pate they also do not
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change behavior. Thus, increased participation may also mean increased behavioral
change, which would increase the benefits of the program. We cornclude that there is a
participation problem that could increase the cost of a bonus program, but the potential

amount of the increase and the effect on net benefits is difficult to predict.

Another external validity problem arises because a program like WREB could
increase job-leaving by workers wanting to take advantage of the bonus offer (if the
separation did not result in a nonmonetary denial), or cause some of those who become
unemployed and currently do not file for benefits to do so.* The resulting increased

rate of filing could increase costs above those estimated in the experiment.

Overall, we believe that because of broad eligibility criteria and the high degree
of operational integrity, WREB had a high level of external validity, but may still
understate the costs (and perhaps the benefits) of a fully operational and ongoing

program.

* A recent study by Wayne Vroman (1991), sponsored by the National Foundation for U.C. and W.C.
and the A.F.L.-C.1.O,, used the results of a series of supplementary questions asked the unemployed in the
BLS survey. The study found the following:

"Almost two thirds of the unemployed surveyed did not apply for UI benefits. Their reasons--over
half of them believed they were not eligible, another 14 percent already had another job awaiting
them, and another 5.3 percent said it was too much hassle or to much like charity. Fewer than 3
percent said they did not know about the program, and only 2 percent had previously exhausted
benefits." (The Advisor, a UBA Publication, January 31, 1991)

Assuming that those who believed they were ineligible actually were ineligible, then over 20 percent of those
who do not apply could apply if a bonus offer program was a sufficient enticement. However, requiring the
claimant to claim a waiting week may eliminate a large proportion of those who did not apply because they

had another job waiting for them, reducing to a relatively small percent the number of additional eligible UI
claimants from among the newly unemployed. ‘
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1022 Secondary Effects of a Bonus Offer Program

Interest by government ina bbrtus offer pregratn may deperid heavily on the
positive and negative secondary effects that such a program would generate. - Many of
these were investigated in Chapter 7. The desxgn of the experiment gave rise to
concerns that the experiment was (1) anu-umon because it denied bonuses for
placement in a first job through a union hmng hall, and ) antl-employer because it

denied bonuses to clalmants recalled to their previous jOb

Data from 1;900 compjleted responses to the follow-up survey contained no
evidence that the experiment caused union members to switch to nonunion jobs. While
the sample may be too small for reliability, survey results did indicate that the bonus
offer reduced the probabilit); of beihg placed on a job threurgh a union hiring hall

Since one purpose of the Ul system is to assist employers in retaining their .
workforce during brief periods of economic downturn, evidence that the experiment
reduced employer attachment would be troublesome. Results on this matter are mixed.
Based on administrative data for the whole sample, there is no support for the
hypothesis that a claimant who is offered a bonus and returns to work will be less likely
than a claimant in the control group to return to the primary employer. This is true also

for the smaller group of claimants on standby.

The survey data tell a different story. Twenty-nine percent of claimants who
received a bonus offer and retutnéd to work returned to their previoﬁs vempleyer,
whereas 35 percent of the control group became reemployed with their previous,
employer. The survey results were veriﬁeq by using administrative data (Table 7-6) on

the entire sample. Therefore, we cannot dismiss the possibility that the experiment

s Statlstlcal ewdence on this point is mconclusxve Note that, after reemployment, subsequent jObS could
be a recall or a union placement without voiding bonus eligibility. Out of 1,187 full-referral claimants in the
PTS, only 12 were denied bonus eligibility upon filing a NOH due to union placement. ‘
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reduced employer attachment, although that conclusion rests on the validity of the survey

data.

Another undesirable side effect of the experiment would be a decline in job
quality resulting from more rapid reemployment. If job matching had been optimal
before the bonus offer, then more rapid reemployment may have resulted in claimants
accepting less satisfactory jobs. Job quality is represented by quarterly earnings in the
first full calendar quarter after ending a spell of UI benefits, or the first full calendar
quarter after filing for benefits if no benefits had been received (differences in quarterly
earnings could result from differences in hourly wage rates or nuraber of hours worked

per quarter).

Table 7-1 shows that for the total sample, the experiment had no discernible
effect on earnings. The treatment-control difference of $70 was not statistically
significant. However, for some population subgroups there were large differences; some
of which were statistically significant. Of particular interest was thé large negative
difference of about $300 in quarterly earnings experienced by treatment-assigned
claimants who were dislocated--having previously worked 12 consecutive quarters for the
same employer or in the same industry. If this estimate of earnings decline is correct,
then any net benefit to claimants or society from a bonus offer program aimed at these
workers would be negated. Using a broader defin‘ition of displaced workers--continuous
employment for the 12 quarters prior to filing for benefits--the experimental-control
earnings difference declines to about $140 and becomes statistically insignificant. The

bonus offer had no effects on earnings for another possible target group--older workers.

Also studied were the effects on use of the Employment Service (ES) for work
search assistance and intensity of job search. There was no evidence of increased use of
‘the ES (see Table 7-7), but there was evidence that job search intensity increased. The
number of employer contacts per week for the claimants offered a bonus was

considerably greater, and different from the control group, i.e., there were about 2
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contacts per week for the treatment group and only 13 contacts for the control group
(see Table 7-10). Furthermore, the number of employer contacts appeared to increase

with the generosity of the treatment.

The expenment appeared to lmprove the clalmant s share of household earnings.
The control group experienced an 8.5 percent decline i 1n thetr share of household income
between the penod before ﬁlmg and the txme of the interview (about a year later),
whereas the treatment group, on average experxenced a dechne of only 52 percent with

the dlfference bemg statlstrcally srgmﬁcant (see Table 7-]3)
102.3 The Benefits of a Bonus Offer Program

From a policy perspectxve, there can be no reason for considering a new program
unless it generates net benefits However the net benefits of a program depend upon
the policy perspectlve ‘as benefits to one group are often costs to another. A bonus offer
program appears to generate large net benefits and extremely high beneﬁt/ cost ratios
from society’s perspective, because of the high value of earnings gains and the very low
administrative costs of the prograrn--only $3 per eligible claimant. Unfortunately, no
bonus offer configuration is a winner from the perSpective of the UI system, although
some treatment confi guratrons are close to a break-even proposmon for government asa
whole (see Table 9-1). The negatrve net beneflts calculated for the UI system are a
result of the small effect on compensatlon relatrve to the cost of paying bonuses. The
government as a whole does somewhat better, because added tax revenues result from

the increased earnings of claimants.

As a program for older workers, the reemployment bonus should be seriously
considered. It showed large gains for socrety, and posmve net benefits to the UI system
and to government as a whole. In fact the hlgh bonus programs have a posmve rate of
return of about 35 percent for the Ul system and 66 percent for all government Real

consideration should be glven to this option.
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As a program for dislocated workers, it looks less appealmg ]For dlslocated
workers, the societal benefits are quite large (see Table 9-5), especm] ly for treatments at
the middle and high WBA multiples. The approximately one-week decline in insured
unemployment, when translated into an additional week of earnings, generated over $450
dollars in net benefits. Urrfortunately, the treatments w1th a high WBA multiplier
produced negetive benefits for the UI system because of the high bonus costs. The
program does appear to be beneficial from the perspective of the government as a
whole, but there would need to be some transfer of tax revenoes from other
governmental units to the Ul system. All these calculations ignore the negative earnings
effects. Even for the dislocated workers defined most broadly as claimants with 12
quarters of continuous employment prior to filing for UI benefits, the negative (though'
not statistically significant) effect on earnings (-$127 for the high multiplier programs
seen in Table 7-1) would cost the government in taxes A($19‘), almost wiping out the
benefits of reduced UI conrpensation. However even‘ after factoring in the earnings

decline, the societal benefits, though reduced from $449 to $322, are still quite large.

Any program expected to decrease the length of unemploymerlt of a claimant by
one-half week at a cost to society of $3 should be con51dered seriously. However, to the
extent that the government regards transfer payments as real costs (because government
prefers to avoid taxes), therl from the government perspective the reemployment bonus
program for all claimants does not look appealing. It rnay, however, deserve

consideration as a special incentive program for older workers.
10.2.4 Conclusions

A valid test of a bonus offer program has been conducted. WREB has a hrgh
degree of internal validity, implying that experlmental-control compansons are reliable.

The experiment also has a high degree of external validity, in that it could be replicated

in a full program with reasonable expectations that the results would be similar to those
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in the experiment. The exception is the likelihood of some increase in participation, _

with unknown implications for program outcomes.

Internally, the experimental response was weak. The results for treatments with
bonus offers at low and middle WBA multipliers basically show no statistically significant
effects excepi for the iﬁconsistently large effect for treatment 4 (low WBA multiplier,
long qualification period). However, representing the bonus offer as continuous in the
dollar bonus amount and weeks in the qualification period demonstrates that programs
with low and middle level bonuses (up to about $600) could produce programs that show
net benefits to the Ul system. It is possible, though by no means assured, that after a
bonus offer program has been in effect for a number of years, the responses will become
more like those predicted from the continuous variable model, and a bonus offer
program with bonuses under $600, or WBA multipliers of 4 or less, could become cost-
effective from the perspective of government. Overall, the length of the qualification
period did not effect the amount of net benefits received, as both the effectiveness and

the costs increased similarly with the length of the qualification period.

A bonus offer program does appear to have potential for some population
subgroups. The strongest showing was for a bonus offer program aimed specifically at
older workers (workers over age 45). Benefit/cost ratios for older workers were higher
than for younger workers, especially for programs with the high WBA multiples |
(6xWBA). For dislocated workers, defined as having been continuously emplo}'ed for 12
quarters prior to filing, bonus offers with high multiples of the WBA have some promise.
‘These programs had benefit/cost ratios somewhat less than one for the UI system, but

greater than one for all govermnent, which argues for a funds transfer to the UI system.

The results are not clear cut. Because of very low administrative costs, the net
social benefits of a bonus offer program appear to be quite high. Thus, it might be a
cost-effective means for increasing employment. However, no configuration of a bonus

offer program for all claimants displayed benefit/cost ratios greater than one for the UI
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system. Treatments with a high WBA multiplier had benefit/cost ratios of about one for
all government, which suggests that a bonus offer at a high multiple of the WBA might
be a good way to increase employment, but would be implemented only by transferring
some funds to the unemployment insurance system. Overall, the results from WREB
suggest that more investigation of the bonus offer, and other program modifications,
should be undertaken before implementing any new reemployment incentive programs in

the unemployment insurance system.
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THE WASHINGTON REEMPLOYMENT BONUS EXPERIMENT
APPENDICES




APPENDIX A

Forms, Letters, and Instructions




KEY TO LETTER DESIGNATIONS

1 Information sheet
I2b Invalid claim denial F2a  Enrollment letter
' f2c Nonmonetary denial
'3  Notice of Hire form
F4a Valid Notice of Hire
4b Ul drawn after reemployment deadline or start date or work
4c New job a recall
4d Job found through union hiring hall
4e Job started after reemployment deadline
4f Notice of self employment inquiry
4g Job change inquiry
4h Job not full time
4i Union inquiry
F5 Bonus voucher form
5a Four month elapsed letter
F6a UI drawn after reemployment deadline or start date of work
' F6b New job arecall ‘
iif'6c Job found through union hiring hall
¥6d Job not full-time ,
6e Employment validation request
F6f Employment not verified
6g Self employment not verified
F6h Nonmonetary denial
i Union inquiry during bonus voucher process

BONUS ELIGIBILITY CODES

'Payment Denial Codes Payment Allowance Codes
Recalled to prior job W  Verified by phone _
First job union placement X Verified self employment
Can't verify employment Y Verified by claimant
Can't verify self employment Z Pay, no apparent conflict
Work not full time
UI drawn after start date of work
or reemployment deadline
Nonmonetary denial
State date of work after deadline
Not continuous employment

e participant tracking system used the above letter designations to track all Notice of Hire
d Bonus Voucher activity, The Bonus eligibility codes were used to track the bonus verifica-
ion method, type of allowance, and the specific reason for a denial of a bonus.

h’[ Program Analysis
Washington State
Employment Security
Department




Washington Reemployment Bonus
Demonstration
Ul Program Analysis Unit
Employment Security Department
Olympia, Washington 98504

WASHINGTON REEMPLOYMENT BONUS (WREB) DEMONSTRATION
INFORMATION SHEET

. , you have been randomly selected to take part
in the Washington Reemployment Bonus Demonstration. This is part of a national
demonstration to find ways to improve the unemployment system for both workers and
employers. The State of Washington will pay you a bonus if you become employed under
the conditions described below. ‘

To Receive the Bonus, You Must:

¢ Be fully eligible to receive unemployment insurance

¢ Start full time work before the date set by the program
as shown on your monetary determination

¢ Not be recalled to your previous job

 Not be placed on the job through a union hiring hall

e Stay fully employed for at least 4 months

The amount of your bonus and the date by which you must start a job is shown on your

monetary determination. Receipt of a bonus will not affect your claim for unemployment

benefits. Like unemployment insurance, the bonus is subject to Federal Income Tax.
This is How it Works:

* Enrollment Letter: You will receive a letter in the mail verifying the

amount of your bonus and the last date you can start work to qualify. Do not wait for

the letter to accept a job. If you are denied unemployment benefits, you are not eligible
for the bonus. :

* Notice of Hire: Send in the Notice of Hire if you obtain a new job, or start
a business, before the last date you can qualify for the bonus. Mail it to the Washington
Reemployment Bonus Unit at the above address. Foryou to qualify for thebonus, you must
work full time. If you change jobs send another Notice of Hire.

* Voucher: If you remain employed 4 months on that or other jobs, and do
not receive any unemployment insurance during that time, you need to submit a Bonus
Voucher for Payment. The Washington Reemployment Bonus Unit will send you a
Voucher form and will authorize payment. The unit may verify your employment status
with your employer. - ‘

QUESTIONS? CALL toll free 1-800-782-9099.

EMSX WREB.F1




Demostracién del Bono de Reempleo
de Washington (WREB)
Departamento de Seguridad de Empleo
Unidad de An4lisis del Programa Ul
Olympia, Washington 98504 .

800-782-9099 '

DEMOSTRACION DEL BONO DE REEMPLEO DE WASHINGTON (WREB)
PLANILLA DE INFORMACION

: ., Ud. ha sido seleccionado a la suerte para que
participe en la Demostracién del Bono de Reempleo de Washington. Esta es parte de una
demostracién nacional para mejorar de algin modo el sistema de desemplo tanto para los
trabajadores como para los empleadores. El estado de Washington le pagar4 un bono si
Ud. ha sido empleado de nuevo de acuerdo con las condiciones que siguen.

Para Recib’tir el Bono, Ud. Deberid: |

¢ Ser elegible del todo para recibir aseguranza de desempleo

* Empezar de tiempo entero en el nuevo trabajo antes de la fecha
establecida por el programa segin se muesira en su determinacién
monetaria C L

* No ser llamado de nuevo a su empleo anterior

* No ser colocado en el trabajo a través de un registro de ﬁna unién
* Permanecer empleado de tiempo entero por lo menos cuatro meses

La cantidad de su bono y la fecha en la cual Ud. deberd empesar de trabajo se muestran
en su determinacién monetaria. El recibo de un bono no afecta su derecho a reclamar
beneficios de desempleo. Al igual que la aseguranza de desempleo, el bono est4 sujeto al
Impuesto Federal sobre los Ingresos. o :

. He Aqui Como Funciona:

¢ Carta de Matriculacion: Ud. habr4 de recibir una carta en el correo
verificando la cantidad de su bono y el dltimo dfa en que Ud. puede comenzar a trabajar
para tener derecho. No aguarde por la carta para aceptar un trabajo. Si sele nigan
los beneficios de desempleo, Ud. no tendra derecho al bono. o '

* Notificacién de Empleo: Envie la Notificacién de Empleo si Ud. obtiene
un nuevo trabajo, o inicia un negocio, antes del iltimo dia en que Ud. tiene derecho al bono.
Remitalo a la Unidad del Bono de Reempleo de Washington a la direccién que se indica
arriba. Ud. deber4 estar trabajando de tiempo entero para tener derecho al bono. Si
cambia de trabajo, envie otra Notificacién de Empleo.

* Voucher (Comprobante): Si Ud. permanece empleado por cuatro (4)
meses en ése u otros trabajos, y no recibe aseguranza de desempleo durante ese tiempo, Ud.
tiene que someter un voucher del bono para pago. La Unidad del Bono de Reempleo
de Washington le remitir4 una planilla del voucher y dar4 autorizacién para el pago. La
unidad puede verificar el estado de su empleo con su empleador. ’

’

¢PREGUNTAS ? LLAME GRATIS AL 1-800-782-9099.

EMSX WREBF1S




STATE OF WASHINGTON
EMPLOYMENT SECURITY DEPARTMENT

Olympia, Washington 98504

Washington Reemployment
LAST, FIRST INITIAL Bonus (WREB) Demonstration
ADDRESS , Employment Securlty Department
CITY, STATE ZIP ' UI Program Analysis Unit
Olympia, Washington 98504

Date: XX/XX/XX

SSN: XXX = XX = XXXX
Reemployment Deadline: XX/XX/XX
Bonus Amount: $XXX.00

ENROLIMENT LETTER

You are ellglble to participate in the BONUS DEMONSTRATION.
The Employment Security Department will pay you a bonus of $XXX.00
if you start work on a new, full-time Jjob before XX/XX/XX and
continue in that job or other jobs for at least four months. You
may be eligible for the bonus even if you started work before
receiving this letter. : ' ' ERRRE =

If you start a new, full-time job, not a recall by your last
employer or placement through a union hiring hall, complete the
Notice of Hire and mail it in the enclosed postage paid envelope.

Upon receipt of your Notice of Hire, the Employment Security
Department will verify that you have stopped filing for
unemployment benefits and send you an acknowledgement letter or a
denial letter. If you switch jobs during the four months, send
another Notice of Hire. : o

At the end of the four months, if you have remained fully
employed and have not filed for unemployment benefits durlng the
entire four months, you will receive a bonus voucher which you
should complete and return. Your bonus check will then be mailed
to you. h

If you need further information about the BONUS DEMONSTRATION
call the WREB Unit at 1-800~782-9099.

Sincerely,

P Jd. Remy
Project Coordinator

EMSX WREB. F2a




STATE OF WASHINGTON
EMPLOYMENT SECURITY DEPARTMENT

Olympia, Washington 98504

Washington Reemployment

LAST, FIRST INITIAL Bonus (WREB) Demgnstration
ADDRESS Employment Security Department
CITY, STATE, ZIP ' UI Program Analysis Unit

Olympia, Washington 98504

Date: XX/XX/XX

SSN: XXX - XX - XXXX
Reemployment Deadline: XX/XX/XX
Bonus Amount: $XXX.00

INVALID CLAIM DENIAL

The Washington Reemployment Bonus (WREB) Demonstration Unit
has received information that your unemployment claim has become
invalid. To be eligible for the bonus, you must be eligible for
unemployment benefits. The Bonus offer presented to you is no
longer in effect. If this claim becomes valid at a future date,
you may still be bonus eligible if you fulfill all the
requirements.

If you believe that the reason above for your being
ineligible to receive the bonus is incorrect, please call the
Washington Reemployment Bonus Demonstration Unit in Olympia at
1-800-782-9099. They will review your situation with you and try
to resolve the problen.

Sincerely,

P.J. Remy
Project Coordinator

EMSX WREB. F2b




STATE OF WASHINGTON

EMPLOYMENT SECURITY DEPARTMENT

Olympia, Washington 98504

Washington Reemployment

LAST, FIRST INITIAL Bonus (WREB) Demonstration
ADDRESS Employment Security Department
CITY, STATE ZIP ‘ ULl Program Analysis Unit

Olympia, Washington 98504

Date: XX/XX/XX

SSN: XXX - XX - XXXX
Reemployment Deadline: XX/XX/XX
Bonus Amount: $XXX.00

NONMONETARY DENIAL

The Washington Reemployment Bonus (WREB) Demonstration Unit
has received information that you have been denied benefits on
your unemployment claim. To be eligible for the bonus, you must
be eligible for unemployment benefits. The Bonus offer presented
to you is no longer in effect.

If you believe that the reason above forr your being
ineligible to receive the bonus is incorrect, please call the
Washington Reemployment Bonus Demonstration Unit in Olympia at
1-800-782-9099. They will review your situation with you and try
to resolve the problem.

Sincerely,

P.J. Reny
Project Coordinator

EMSX WREB. F2c




Washington Reemployment
Bonus (WREB) Demonstration
Employment Security Department
UI Program Analysis Unit
Olympia, Washington 98504
800-782-9099

Notlce of Hire

[ wish to notify the Washington Employment Secunty Department that I have been hired on a
ew full time job, that is not a recall to my previous job, and was not obtained through a union
hiring hall.

I started work on, - -1988.

The following information may be used to contact my new and prior employers:

New Job Information : Prior Job Information

’ Employer | Employer
| Occupation Occupation
| Street Street

City City
| State Zip , N State Zip

Phone ( ) Phone ()

Average Weekly Hours Average Weekly Hours

Average Weekly Earnings Average Weekly Earnings

I will be eligible for a cash bonus if I meet all eligibility requirements. I must remain
employed and not draw unemployment insurance for the next four months. Please send

me a Bonus Voucher which I will complete and return four months after the date I became
reemployed. :

Please answer the following questions:

* Do you currently hold more than one job? Yes ‘No

* Do you own the business where you now work? Yes . No

* If you are a union member, answer the following:
I am a member of , local

Were you placed on your new job by a union? Yes No

Signature » Date
Phone ( )

- EMSX WREB.F3




Nombre

Demostraciéon del Bono de Reempleo
de Washington (WREB)